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THE 1939 ANNUAL REPORT 
OF THE 
CHAIRMAN OF GENERAL MOTORS CORPORATION 


To Our Stockholders: 


There is presented herein a review of the operations of your Corpora- 
tion and subsidiary and related interests for the year 1939, together with 
a consolidated balance sheet as of December 31, 1939, and a summary of 
consolidated income for the year. 


MANAGEMENT'S RESPONSIBILITY 


The responsibility of an industrial organization to present the impor- 
tant facts of the business to its stockholders has always been fully recog- 
nized by the management of General Motors Corporation. The manage- 
ment, however, further believes that when the operations reach the scope 
and magnitude of those of General Motors, there enters an added responsi- 
bility—one to the community at large. Every effort has been made to dis- 
charge adequately both of these obligations. It has not been considered 
sufficient to present, even in detailed form, just the important facts of a 
statistical nature. There also has been presented such salient information 
of a general character as should enable the stockholders and the public at 
large to obtain as complete an understanding as possible of the Corpora- 
tion’s position as well as of its operating policies. Any forecast as to the 
future, however, is considered undesirable. 


The management’s obligation to state its position extends to such 
general influences as may, in its belief, alter the Corporation’s opportunity 
for constructive accomplishments and hence its contribution to the general 
welfare. It extends particularly to such forces as may develop within the 
economic area, which are of great importance as affecting the stockholders’ 
interests. Such influences are reflected in various economic policies that 
may be adopted from time to time by the management in the interest of 
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the business, or as may result from the general industrial trend, or as may 
relate to industry by action of Government. Irrespective of their origin, or 
whether their influence be favorable or unfavorable as affecting the opera- 
tions of the business, it is considered an essential responsibility to inform 
the stockholders frankly as to such facts and circumstances. 


In accordance with this policy, reports are submitted at the end of 
each of the first three quarters of a year outlining the results of each 
quarter’s operations, accompanied by such comments as seem pertinent. 
These quarterly reports in turn are supplemented from time to time by 
messages on special subjects believed to be of importance to the stock- 
holders. As soon as possible after the close of the year, an annual report 
is submitted, the purpose being to deal comprehensively, in an historical 
way, with all the important events that have developed during the year 
under review. 
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FOR THE YEAR ENDED DECEMBER 31, 1939 


1939 IN BRIEF 


It is recognized that not all of the Corporation’s stockholders are 
interested in the detailed presentation of the year’s operations as con- 
tained in the main body of its annual report. However, a full disclosure 
therein is essential in order to establish a complete record for future refer- 
ence. For those who are concerned only with the more salient points, the 
following resumé is presented. 


In General: 

The year’s activities were characterized, so far as domestic operations 
are concerned, by a declining trend during substantially the first six months, 
followed by a rapid increase during the second half of the year. There was 
superimposed upon what appeared to be a natural upward movement the 
psychological influence of the declaration of war in Europe. This tended to 
accelerate the rise. Industry sought to build up inventories in the belief 
that increased prices would result from a higher rate of business activity 
and the anticipation of war orders. 


The trend of the Corporation’s overseas activities was substantially 
different from the domestic trend. Here the year divided itself into two 
periods: the first eight months, in which total unit sales of the Corporation 
were about 1% better than the corresponding period in 1938; and the last 
four months, starting with the outbreak of war in September, during which 
period the total unit sales were about 24% less than those of the corre- 
sponding period of the previous year. Statisties now available are too re- 
stricted in scope, due to prevailing conditions, to present any reliable facts 
regarding the trend of the automotive industry as a whole throughout the 
markets of the world for the entire year. As to domestic markets, the in- 
dustry’s sales to consumers in the United States as measured by registra- 
tions of new cars and trucks were about 39% greater than in 1938, approxi- 
mately 23% less than in 1937 and 29% less than the all-time peak of 1929, 


Sales: 


In Terms of Value—The Corporation produced and sold to its dis- 
tributing organizations throughout the world merchandise with a net 


value of: 1939—$1,376,828,337 
1938—$1 ,066,973,000 
Increase—29% 
In Terms of Automotive Units—Passenger cars and trucks produced 
and sold by the Corporation throughout the markets of the world totaled: 
1939—1,727,086 
1938—1,307,749 
Increase—32% 
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Sales of non-automotive products also showed substantial increases 
in 1939. 


Competitive Position: 


During the year the Corporation's proportion of new passenger cars 
and trucks sold to consumers in the United States as measured by registra- 
tions was 42.3%. This has only been exceeded in 1938 and in 1933 when 
42.9% of the industry was obtained. Its proportion of new passenger cars 
was 43.7% as compared with the record of 44.8% in 1938. A strike of tool 
and die makers delayed the introduction of 1940 models for one month and 
adversely affected the Corporation's competitive position as applied 
more particularly to passenger cars. 


Earnings: 


Net earnings available for dividends on the outstanding preferred and 
common stocks amounted to $183,290,222. After deducting dividends ac- 
crued on the $5 series preferred stock, this is equivalent to $4.04 per share 
on the average number of common shares outstanding, and compares with 
$2.17 per share for the year 1938. Earnings in 1939 were reduced in the 
amount of $10,000,000 to provide a special contingency reserve on account 
of disturbed conditions abroad. In addition, it is the policy to exclude 
those profits realized abroad which cannot be remitted to the United States 
due to exchange restrictions. The net balance so excluded for 1939 amounted 
to $1,718,005. 


Dividends: 


Approximately 386,000 stockholders participated in dividends dis- 
tributed during 1939. 'The following summary compares 1939 distributions 
with 1938: 

1939 1938 


— 


Amount of dividends paid: 
On $5 series preferred stock..... $ 9,178,220 $ 9,178,220 


On common stock............ 150,319,682 64,386,421 
Total dividends paid........ $159,497 ,902 $73,564,641 
Dividends paid per share: 
On $5 series preferred stock... $5.00 $5.00 
On common stock............ 3.50 1.50 


There was retained in the business in 1939 for its protection and ex- 
pansion $23,027,468, equivalent to $0.54 per share of common stock. 


Stockholders: 


At the close of 1939, the total number of stockholders was 386,100, 
compared with 389,509 at the close of 1938. 


» 045 


№ 


FOR THE YEAR ENDED DECEMBER 31, 1939 


Net Working Capital and Cash: 


The Corporation continues to maintain a strong financial position. 
Net working capital at the close of 1939 was $434,172,831, compared with 
$387,243,513 at the close of 1938. Cash and cash items totaled $289,921 ,683, 
compared with $242,895 320 at the close of the previous year. 


Plant Development: 


There were no extensive developments during the year involving new 
plants or substantial increases in existing manufacturing facilities, except 
for the construction of a new plant for the production of aviation engines 
as developed by the Allison Division. There was expended, however, during 
the year a total of $37,049,442, principally for machinery and equipment. 
The primary purpose of these expenditures was to maintain the efficiency 
of the Corporation’s production facilities in line with advancing tech- 
nological progress. There were also involved readjustments and additions 
incident to the introduction of the 1940 line of products. In addition, the 
Corporation expended $38,556,455 for special tooling, principally to bring 
into production its 1940 products. The latter expenditures are written off 
as a part of the cost of the products involved. 


Cost of Government: 


Taxes paid or accrued by the Corporation and its subsidiaries in 1939 
to the various taxing authorities in the United States, including excise 
taxes paid on products sold and in turn passed on to the consumer, totaled 
$101,884,000. Attention is called to the fact that these figures contain only 
such taxes as are definitely ascertainable and do not, by any means, repre- 
sent the entire tax bill. For example, no effect has been given to taxes in- 
cluded in the cost of materials purchased as such information is not 
available. 


The tax bill definitely ascertainable for 1939 was equivalent to: 


55.6% of net earnings available to stockholders, 

$2.37 per share of common stock (earnings: $4.04 per share), 

$8.12 for each $100 of sales in the United States, 

$523 for each employe in the United States, and 

$28 for each $100 of wages and salaries paid in the United States. 


The total ascertainable tax bill of $101,884,000 would have been re- 
duced by approximately $57,500,000 if the tax rates and taxes applicable 
to 1929 had existed in 1939. This is a measure of the increase in taxes 
during the ten-year period. 
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Labor Economics: 


The hourly wage employes in the Corporation’s plants in the United 
States worked an average of 34.9 hours per week in 1939, as compared with 
31.2 hours in the previous year. 


As the result of the increased number of hours worked, due to the better 
business prevailing, the average annual earnings of the regularly employed 
hourly wage employe in the United States increased from $1,342 in 1938 to 
$1,503 for the year 1939. In terms of purchasing power, these annual earn- 
ings in 1939 were approximately 26% greater than the average annual 
earnings in 1929. This favorable comparison was adversely affected by the 
tool and die makers strike already mentioned. 


The following summary compares the total Corporation payrolls and 
employes for 1939 with 1938: 


1939 1938 
Total salaries and wages paid...  $386,292,203 $300,825,930 
Average number of employes... 220,434 189,039 


The Employe Benefit Plans announced in November 1938 were in 
operation during the year. As a result of these plans, which were designed 
to promote greater continuity of income for the Corporation's hourly wage 
employes, 37,036 employes were advanced a total of $1,612,622. This is 
not indicative of what might have occurred for the reason that, due to 
the tool and die makers strike, benefits under the plans were largely sus- 
pended for the period of the strike. Of the amount advanced, $1,395,679 
had been repaid by the end of the year, and $57,223 was charged to earnings 
due to losses incurred in the operation of the plans, leaving net advances 
of $159,720 outstanding at the end of the year. These plans are being 
continued in 1940 with minor alterations. 


Executive Management Compensation: 


The executive management group, as defined on page 39, comprised 
184 of the Corporation’s major executives at the end of 1939. The total 
executive management compensation of this group in 1939, consisting of 
salaries and bonus participation, was equivalent to $0.15 per share of com- 
mon stock after allowance for Federal corporate income taxes, as against 
earnings of $4.04 per share. This compares with $0.10 per share in 1938. 
The increase in 1939 is largely accounted for by the increased bonus result- 
ing from improved earnings. 


Total executive management compensation was equivalent to $0.44 
for each $100 of retail price of the Corporation’s products sold in 1939, 
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compared with $0.39 in 1938. For each dollar of total payroll, total execu- 
tive management compensation amounted to 2 cents and compares with 
17$ cents in 1938. 


Bonus Plan: 


As a result of the year's operations, 233,937 shares of common stock 
were set aside under the Bonus Plan and will be distributed to approxi- 
mately 9,500 individuals. While final allotment of these shares has not 
been determined as yet, no individual will receive more than 2% of the 
total bonus fund. 


Employes Savings and Investment Plan: 


There was distributed early in 1940 a total of $6,181,294 to employes 
participating in the 1934 Class of the Employes Savings and Investment 
Plan, which matured at the end of 1939. Of the total amount distributed, 
the employes' original savings amounted to $2,963,015 and the Corpora- 
tion’s contribution to $3,218,279. Since the inception of the plan in 1919, 
a total of $256,016,087 has been distributed to employes through this plan 
of organized saving, of which amount the Corporation's contribution 
amounted to $109,335,447. The Employes Savings and Investment Plan 
was suspended as of December 31, 1935. 


Group Insurance Plan: 


There was added to the Group Insurance Plan, during the year, a 
Hospitalization and Surgical Benefits Plan effective July 1, 1939. This addi- 
tional plan made available to employes daily hospitalization benefits and 
specified payments for certain hospital services and surgical operations. 


Beneficiaries of 964 of the Corporation’s employes who died during 
the year, as well as 23,531 of the Corporation’s employes, received benefits 
totaling $4,080,591 under the Group Insurance Plan. Benefits paid to em- 
ployes were for temporary disabilities resulting from sickness or non-in- 
dustrial accidents and for expenses resulting from hospitalization and 
surgical operations. The cost of these benefits was shared by the Corpora- 
tion and the employes, with the expense of administering the plan being 
borne by the Corporation. 
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AN ECONOMIC REVIEW 


Before presenting the statistics and financial facts and other important 
circumstances reflecting the operations of the Corporation for the year 1939, 
it is desirable to review in general terms, for the purpose of establishing a 
suitable background, the general trend of the world’s economy and certain 
surrounding influences as they affect the Corporation’s activities in general. 


In view of the fact that the year under review completes the fourth 
decade of the present century, the latter being a period in the world’s 
history characterized by a rapid acceleration of scientific development with 
its impact upon industrial progress, a few general observations as to the 
characteristics of the fourth decade in its relation to the period as a whole 
might not be out of order. 


The annual report of 1938 stated that, at the beginning of June of 
that year, following a downward trend of industrial activity in this country, 
a reversal took place and industrial production began to move in larger 
volume and at a rather rapid rate of increase, continuing throughout the 
remainder of that year. The year under review followed a somewhat similar 
pattern. The economy entered the year at a declining rate of activity, 
speaking from the domestic standpoint, which continued through May, 
after which a reversal set in with a rapid improvement extending through- 
out the rest of the year. In the month of December the rate of industrial 
production, seasonally adjusted, was at a level somewhat higher than the 
previous peak reached in June of the year 1929 and somewhat exceeding 
the more recent high attained in December 1936. 


It is apparent that the recession during the first half of the year was 
minor in character—a period of adjustment, so to speak, following the rapid 
rise of the previous six months. Upon the upward movement characterizing 
the latter part of the year was superimposed, as to the last four months, the 
psychological influence of a state of war in Europe. This resulted in accele- 
rating the advance, and industrial activity increased rapidly and along a 
broad front. The underlying influence was undoubtedly the expectancy of 
orders from abroad for military purposes, together with the belief that 
prices would advance substantially. 


Although definite statistics are not available, the probabilities are that 
business from overseas, placed in this country during this period for war 
purposes has been relatively small and restricted to a rather narrow area 
of industrial enterprise. As a matter of fact, it is reasonable to suppose 
that foreign purchasing for war purposes in the United States during the 
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entire period of this war may be definitely restricted as compared with the 
World War of 1914 because of the limited amount of dollar exchange avail- 
able to the warring nations, together with the fact that they are far better 
prepared to produce within themselves whatever may be needed. While 
such war orders as may be placed will both directly and indirectly have a 
stimulating influence upon the domestic economy, the question arises as 
to whether the rate of production indicated by the record of December 
could long be sustained from the standpoint of the ability to consume. 
This is true especially taking into consideration the highly uncertain politi- 
cal situation and the serious economic problems that remain unsolved. 


Passing from the domestic to the world economy as a whole and dealing 
with the latter more particularly from the standpoint of the Corporation’s 
overseas operations, an entirely different set of conditions prevailed. For 
the purpose of a better understanding, the year 1939 may be divided into 
two periods: the first eight months in which total unit sales of the Cor- 
poration overseas were about 1% better than the corresponding period of 
the previous year; the second period, constituting the remaining four 
months, starting with the outbreak of war in Europe on September first, 
when total unit volume declined to about 76% of the September-December 
1938 level. 


The main objective of industry should be to produce always more 
things for more people, everywhere. Otherwise expressed, its purpose should 
be to insure a constantly increasing flow of the material resources of nature 
—from the mines and the forests and from agriculture through the avenues 
of commerce and the processes of manufacture, thus providing more and 
more comforts and luxuries, raising the standards of living and widening 
the horizon of enjoyment of the people, and at the same time insuring an 
opportunity for employment for a constantly increasing number. This 
means a constant increase in the production of wealth. The key to this 
increase is a continual improvement in efficiency, made possible by the 
capitalization of technological progress, which, in turn, results in lower 
prices for goods and services. 


In order that the stockholders may better visualize the record of the 
1930's from this standpoint, there is reproduced as a center page spread in 
this report a chart based on one developed by the National Industrial 
Conference Board depicting the trend of industrial production in terms of 
physical volume, on a per capita basis, from the beginning of the present 
century through the fourth decade. For comparative purposes there is 
also shown the trend of per capita real income resulting from the activi- 
ties of private enterprise, both manufacturing and non-manufacturing, 
including agriculture. 
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Reference to this chart will make clear the persistent gains of indus- 
trial production during the first three decades of the 1900’s, as expressed 
in the increase in the physical production of wealth and income resulting 
therefrom. It will be noted that the most important reaction during this 
period was in the early twenties. This was caused by readjustments incident 
to the inflationary influences of the World War. Now in contrast is the 
record of the fourth decade, depicting an appalling shortage as compared 
with what should have been normally expected and reflecting a drastic 
reduction in per capita income from industry’s operations, indicating a 
reduced standard of living. 


It is apparent that this set of circumstances presents both a problem 
and an opportunity. The opportunity is open for industry to make up in 
the years to come, so far as possible, the shortages resulting from the past 
ten years’ operations. There is no doubt that from a fundamental stand- 
point the economic foundation of a broad and sound expansion exists. 
This is particularly true as to enterprises engaged in the production of 
durable and capital goods. As each year passes, the need becomes more 
and more pressing to rebuild, in whole or in part, America’s producing 
plant with new and more efficient instruments of production now available 
as a result of the accelerated technological progress of the past ten years. 
We have already seen that increasing industrial efficiency is essential to 
the advancement of our standard of living and the maintenance of em- 
ployment for all. Calculated on a conservative basis, here is an oppor- 
tunity that may be measured in billions of dollars of production and in 
the employment of millions now idle. And this is entirely aside from the 
further technological progress certain to characterize the years to come. 
But still more, in this same opportunity lies the solution of many serious 
economic and sociological problems of the day. A stable job at equitable 
wages is the best and, in fact, the only way to assure the security and 
progress of the individual. And what helps the individual solve his problem 
helps the nation to solve its problems. Speaking from the long range stand- 
point, there is no ceiling to the possibilities of the future. But the proba- 
bilities are limited only by our herizon of vision and understanding. 


Now, as to the problem just presented, how can it be solved? The 
answer appears to lie in two directions:—What might be done that is not 
being done, and what should not be done that is being done? Probably 
the most important single factor restraining the economic situation in 
America today is the lack of confidence that exists on the part of those of 
the community who, from the standpoints of imagination, understanding, 
experience and ability to accomplish, must be depended upon to expand 
already existing enterprises so as to increase their efficiency as well as to 
promote new forms of enterprise through research and invention. 
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AN OPERATING REVIEW 


CAR, TRUCK, BODY AND ACCESSORY OPERATIONS 


It has been the practice down through the years, in dealing with this 
particular part of the annual report, to divide the subject into three general 
divisions:—(a) the general trend of the automotive industry throughout 
the world at large; (b) the domestic trend; and (c) business overseas 
covering markets outside the United States and Canada. The latter section 
has again been divided into three general parts; the overseas markets in 
general, and specific developments within the British Isles and within 
Germany, in which areas the Corporation has important manufacturing 
interests. 


Unfortunately, so far as this particular report is concerned, the con- 
tinuation of that practice, in its entirety, is impossible for the reason that 
the sales data for the total world picture are not available for the year as a 
whole because of the inability to obtain the usual statistics from certain 
important countries. Of the total volume of sales outside of the United 
States and Canada, complete information on the latter months of the year 
is not available on approximately 5095 of what would normally be the 
total volume. Therefore, certain of the usual statistical presentations in- 
volved in this section will be limited to the first seven months of the year 
—January through July—so far as 1939 is concerned, although each pre- 
vious year's totalis repeated in order that the record may be complete. 


Attention is called to the fact that due to the seasonal trend, so con- 
trolling in the automotive industry, the first seven months cannot be con- 
sidered, even under normal conditions, as indicative of what might take 
place in a year. And as to 1939, the latter half of the year was far from 
normal, inasmuch as domestic sales continued at a substantially higher 
level than in the previous year, while foreign sales declined sharply after 
hostilities commenced. The trend of the Corporation's sales is indicated 
by the following: 


SALES OF GENERAL Motors Cans AND TRUCKS 


OVERSEAS MARKETS UNITED STATES 
Total Sales to Dealers Total Sales to Consumers 
1939 1939 
as % of as % of 
..1939 198 1938 — 1939 198 1938 
ist quarter.. 101,239 97,193 104% 314,178 225,922 139% 
2nd quarter.. 93,269 94,218 99 386,283 272,198 142 
3rd quarter.. 77,502 82,188 94 234,940 184,479 127 
4th quarter.. 59,136 80,580 73 429,360 319,171 135 


Total year. 331,146 354,188 93% 1,364,761 1,001,770 136% 
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The world trend, so far as the unit volume of the automotive industry 
is concerned, is indicated by the following summary: 


REGISTRATIONS OF New Cars AND Trucks OF ALL MAKES 
IN Major MARKETS OF THE WORLD 


Foreign Markets 


United States British Total Entire 
Year and Canada Isles Germany Other Foreign World 


—————— | — ep em  ——————— 


1928..... 3,690,488 218,935 139,554 856,014 1,214,503 4,904,991 
1929..... 4,611,798 242,521 138,282 1,010,286 1,391,089 6,002,887 
1930..... 3,167,540 229,818 96,090 688,065 1,013,973 4,181,513 


1931..... 2,305,346 210,254 68,343 502,115 780,712 3,086,058 
1932: 255. 1,326,959 212,717 48,276 385,055 646,048 1,973,007 
1933..... 1,786,344 251,118 92,270 419,973 763,361 2,549,705 
1934..... 2,364,820 313,865 150,329 573,837 1,038,031 3,402,851 


1945.22. 3,352,838 367,678 201,225 641,689 1,210,592 4,563,430 
1936..... 4,130,702 413,729 245,058 725,483 1,384,270 5,514,972 


1937..... 4,250,501 420,126 244,450 859,397 1,523,973 5,774,474 
1938..... 2,384,429 370,338 248,781 834,191. 1,453,310 3,837,739 
1939..... 3,257,065 * * 746,431 x * 


1938... 1,443,114 234,817 143,248 508,334 886,399 2,329,513 
1939... 2,009,255 253,116 153,008 537,911 944,035 2,953,290 


* Data not available. 


Sales to dealers of General Motors cars and trucks throughout the 


world amounted to: 
1939—1,727,086 


1938—1,307,749 
Increase—32% 


Sales to dealers by overseas producing units are included in the above 
totals. 


The Corporation’s total net sales throughout the world, automotive 
and otherwise, as measured in value, amounted to: 
1939—$1 376,828,337 
1938—$1,066,973,000 
Increase—299% 


These net sales exclude all inter-company and inter-divisional trans- 
actions. They also exclude sales of Adam Opel A.G. and Vauxhall Motors 
Ltd., the Corporation’s German and English manufacturing subsidiaries, 
for the reason that these operations are not consolidated in the Corpora- 
tion’s accounts. 


» 16 « 


FOR THE YEAR ENDED DECEMBER 31, 1939 


DOMESTIC OPERATIONS 


The trend of the automotive industry in the United States and Canada 
is shown in the following table: 


UNITED STATES AND CANADA 


Cars AND Trucks PRODUCED BY THE INDUSTRY 


Estimated Retail 
Year Units Sales Value 
1928.................. 4,600,813 $4,590,000,000 
1920.................. 5,621,045 5,147,000,000 
1930.................. 3,509,358 3,060,000,000 
1931.................. 2,472,297 2,053,000,000 
1932.................. 1,431,467 1,149,000,000 
1933...... 1422......... 1,985,909 1,450,000,000 
1934.................. 2,869,963 2,258,000,000 
1035.................. 4,119,811 3,213,000,000 
1936.................. 4,616,274 3,705,000,000 
1937.................. 5,016,437 3,966,000,000 
1938.................. 2,655,171 2,256,000,000 
1939.................. 3,732,608 3,100,000,000 


The increase іп production of cars and trucks іп the United States and 
Canada, 1939 over 1938, was as follows: 


Estimated Retail 


Units Sales Value 
1939 3,732,608 $3, 100,000,000 
1938 2,655,171 $2,256,000,000 
Increase 41% 37% 


Compared with 1937, the best year since 1929, the unit volume pro- 
duced by the industry in 1939 was 26% less, while the estimated value of 
retail sales decreased 22%. 


From the low point of the industry's production, reached in the United 
States and Canada in the year 1932 when total unit production was equiva- 
lent to 25.5% of the record 1929 level, each year had shown an improve- 
ment through 1937, reaching in that year a volume equal to 89.2% of the 
1929 level. Production declined to 47.2% of the 1929 level in 1938, and 
then increased in 1939 to 66.4% of 1929. 


The above tabulation is not completely indicative of the domestic 
trend inasmuch as the data deal with production and do not reflect the 
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varying percentages of cars produced in the United States and Canada 
for export from year to year. In 1939 there were exported from United 
States and Canadian sources to all overseas markets, 357,000 cars and 
trucks, as compared with 372,000 in 1938, a decline of 4%. In addition, 
production for Canadian domestic consumption decreased 5% in 1939 from 
1938. Therefore, although production as a whole increased 41% in 1939 
as compared with 1938, production for U. S. domestic consumption, i.e., 
within the continental United States, increased 51%. 


The statistics just disclosed, as before stated, are based upon the pro- 
duction of United States and Canadian plants. In general, they constitute 
one of two bases by which the trend of the industry is usually measured. 
The other is that of sales to consumers of new cars and trucks. On this 
latter basis, as reflected by registrations of new cars and trucks, sales to 
consumers in the United States in 1939 increased 39% as compared with 
1938, whereas there was an increase of 51% in unit production for domestic 
consumption in the United States. The difference in the rate of increase 
is due to the fact that dealers’ stocks at the beginning of 1938 were ab- 
normally high as a result of the sharp decline in consumer sales in the latter 
part of 1937, the full extent of which could not have been anticipated. 
Sales of cars and trucks to consumers in the United States in the year 1938, 
therefore, included an abnormally large proportion of units which were 
produced during the last quarter of 1937 but were in dealers’ inventory as 
the industry entered the year 1938. Stocks at the beginning and end of 1939 
reflected a more normal level for the then current rate of sales. 


Passing from the statistics of the automotive industry as a whole to 
those of the Corporation, cars and trucks produced by the Corporation and 
sold to its dealers within the United States totaled: 


1939--1,364,426 
1938-- 935,163 
Increase—46% 


Sales by dealers to consumers in the United States totaled: 
1939— 1,364,761 
1938—1,001,770 
Increase—36% 


The competitive position of the Corporation in the United States has 
been well maintained. Based upon registration statistics, the Corporation 
sold 42.3% of all new cars and trucks sold during the year under review. 
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This proportion of consumer sales, as measured by registrations, has only 
been exceeded in two previous years—42.9% of industry in both 1938 and 
1933. The decline in the Corporation’s proportion of the industry from 
1938 is accounted for by the decreased proportion of the passenger car 
business (from the record of 44.8% in 1938 to 43.7%) due in part to delay 
in introduction of 1940 models caused by a tool and die makers strike in 
July, offset in part by the improved truck competitive position which ad- 
vanced from 32.8% in 1938 to 34.8% in 1939. The latter percentage was 
exceeded during the previous ten years only in 1933 and 1934. 


OVERSEAS OPERATIONS 


Attention has been called in several previous reports to the trend pre- 
vailing in the overseas markets for many years past, more particularly 
during the past ten years, toward self-sufficiency so far as the manufacture 
of cars and trucks is concerned. Many overseas markets, which during the 
years past had offered excellent opportunities for American automotive 
exports, are now definitely closed to these cars. 


Likewise, the attention of the stockholders has been called to the fact 
that, notwithstanding this trend, the Corporation has developed an increas- 
ingly important position as measured by the competitive position of prod- 
ucts produced by it and sold throughout the world’s markets as a whole. 
This has been made possible by the establishment of additional sources of 
supply in the British Isles and Germany. The result is that the Corpora- 
tion has not only maintained but has enlarged its share of those particular 
foreign markets, and likewise has strengthened its world position through 
the benefits accruing to its overseas distribution organization in being able 
to meet more closely the local conditions in each marketing area, not only 
from the standpoint of the character of products involved, but from the 
standpoint of minimizing economic restrictions, such as exchange restric- 
tions, quotas, tariffs, trade treaties and national prejudices. 


Emphasis has also been laid on the point that the Corporation’s 
American sources of supply are not importantly in competition with sources 
of supply developed within other countries because of the fact that in 
catering more specifically, as local products must do, to the individual 
market in which they are produced, economic conditions affect engineering 
design, and materially alter the character of the product. As a matter of 
fact, practically speaking, the Corporation’s foreign sources of supply sup- 
plement its American sources and provide its overseas distributing organi- 
zation with a complete line of automotive merchandise covering every pos- 
sible characteristic necessary to meet the varied economic and national 
needs of the markets overseas. 
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The industry’s sales of cars and trucks to consumers outside the United 
States and Canada from all production centers are shown in the following 
summary: 


TOTAL SALES OF THE INDUSTRY OUTSIDE 
OF THE UNITED STATES AND CANADA 


BASED ON REGISTRATIONS OF NEW CARS AND TRUCKS 


Total Foreign American American 
Overseas Manufactured Manufactured Cars 95 of 
Year Sales Cars Cars Total 
1928............. 1,214,503 606,252 608,251 50.1% 
1920; чор шаші 1,391,089 665,970 725,119 52.1 
ТОЗО fete Ae ee 1,013,973 593,671 420,302 41.5 
ТӨЗ ТЕЧНИТЕ 780,712 533,580 247,132 31.7 
T1032: 50.5. nb A ost 646,048 521,732 124,316 19.2 
ЮЗ ah ates 763,361 617,123 146,238 19.2 
1934 с ba dae ышты 1,038,031 763,737 274,294 26.4 
OSS Sous hanna 1,210,592 870,482 340,110 28.1 
1030.45 ee de suot te 1,384,270 1,007,460 376,810 27.2 
1035. bau as 1,523,973 1,065,607 458,366 30.1 
TOSS A 1,453,310 1,063,478 389,832 26.8 
1038552 аға * = 347,724 Ж 
Jan.-July 
T0385. cvs sce 886,399 640,611 245,788 27.7 
ТОЗО я ыз 044,035 708,579 235,456 24.9 


* Data not available. 


The Corporation’s overseas sales of cars and trucks on a unit basis 
are shown in the following tabulation: 


General Motors Total Overseas Sales 


Number of American 
Total Number American Source Source 
of Cars and Cars and Trucks as % of 
Year Trucks Sold Included in Total Total 
TOGO 25 os 164,112 129,029 78.6% 
1951-5. y 125,606 86,581 68.9 
ТОЗ есш зз aes 77,159 40,706 52.8 
POSS ns 119,989 54,978 45.8 
POAT ы з ba ee 220,560 110,918 50.3 
1935......... 284,281 134,858 47.4 
1936......... 324,758 154,194 47.5 
1937......... 363,508 179,841 49.5 
19388222222. 354,188 154,951 43.7 
1939......... 331,146 145,238 43.9 
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Unit sales of products produced by the Corporation’s United States 
and Canadian plants and sold overseas amounted to 145,238 cars and trucks 
in 1939, compared with 154,951 in 1938 and 179,841 in 1937. 


General Motors proportion of total industry overseas sales—meaning 
markets outside the United States and Canada—is shown in the following 
tabulation: 


General Motors Proportion of: 
Cars and Trucks 


All Cars and Cars and Trucks Produced in the 
Trucks Sold Produced and Sold U. S. and Canada 


Year Overseas Overseas and Sold Overseas 
1928.......... 23.9% 0.4% 47.3% 
1929.......... 21.0 4.1 36.4 
1930.......... 16.7 5.5 32.5 
1931.......... 16.5 7.1 36.9 
1932.......... 12.7 7.0 36.6 
1933.......... 15.9 10.7 37.7 
1934.......... 20.3 13,8 38.4 
1935.......... 22.9 16.3 39.7 
1936.......... 23.0 16.4 40.9 
1937.......... 22.9 16.4 37.9 
1938.......... 23.7 17.8 39.9 
1939.......... ж ж 41.7 
Jan.-July 

1938........ 23.9 17.5 40.6 

1939........ 22.0 16.7 41.8 


* Data not available. 


It is clear from the above that the Corporation not only has succeeded 
in maintaining its position as an American producer in the world's markets 
in competition with other American producers, but has also increased its 
share of the foreign markets by expanding its sources of supply. 


As to Germany: 


Attention has been called in previous annual reports to the fact that 
during the six years beginning with 1933, the German automotive industry 
enjoyed continually expanding sales, and in the year 1938 the production 
of the industry reached a new peak for all time. It has also been stated 
that this had been accomplished in the face of very definite limitations 
imposed upon the industry, particularly involving restrictions as to supplies 
of essential raw materials. While the record of the first seven months of 
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1939 is not necessarily indicative of what the year might have been, the 
indications are that 1939 would have followed in all likelihood the same 
pattern with the establishment of a new record. However, the commence- 
ment of hostilities and the placing of the German economy on a complete 
war basis importantly altered the situation. 


The following summary shows the number of cars and trucks produced 
and sold, both domestically and for export, from Germany: 


GERMANY 
NuMBER OF CARS AND TRUCKS SOLD BY THE INDUSTRY 
Total Domestic Export Export 
Year Sales Registrations Sales % of Total 
1928.............. 147,545 139,554 7,991 5.4% 
1929.............. 146,066 138,282 7,184 5.3 
1930.............. 101,755 96,090 5,665 5.6 
1931.............. 79,563 68,343 11,220 14.1 
1032.............. 58,280 48,276 10,004 17.2 
1933.............. 104,449 92,270 12,179 11.7 
1934.... ..... ... 163,366 150,329 13,037 8.0 
1035.............. 224,568 201,225 23,343 10.4 
1936.............. 281,174 245,058 36,116 12.8 
1937.............. 312,892 244,450 68,442 21.9 
1938.............. 326,919 248,781 78,138 23,9 
Jan.-July 
038............ 196,662 143,248 53,414 27.2 
1939.. .. ..... 215,227 153,008 62,219 28.9 


Sales of Adam Opel A.G. in 1939 and prior years compare as follows: 


ADAM OPEL A. G. 
NuMBER OF Cars AND TRUCKS SOLD 


| Total Domestic Export Export 
Year Sales Sales Sales % of Total 
1930...... ....... 26,312 24,966 1,346 51% 
1931... .......... 26,355 19,263 7,092 26.9 
1932.... ... 4. . 20,914 14,110 6,804 325 
1933........... . 39,295 31,623 7,672 19.5 
1934....... ...... 71,665 63,219 8,446 118 
1935 ........ . . 102,765 91,459 11,306 11.0 
1936. ............ 120,397 104,692 15,705 13.0 
1937..... . ...... 128,370 95,759 32,611 25.4 
1938. .. ........ 139,631 103,187 36,444 26.1 
1939* .. ........ 122,856 86,523 36,333 20.6 


* Partially estimated. 
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Asa result of the declaration of war, and in line with the Corporation’s 
operating policies, with full recognition of the responsibility that the manu- 
facturing facilities of Adam Opel A.G. must now assume under a war regime, 
the Corporation has withdrawn the American personnel formerly in execu- 
tive charge of this operation, and has turned the administrative responsi- 
bility over to German nationals. Its relationship is now limited to repre- 
sentation on the Board of Directors. 


As to the British Isles: 


Unit sales of cars and trucks by the automotive industry in the British 
Isles are shown in the following summary: 


BRITISH ISLES 


NUMBER OF CARS AND TRUCKS SOLD BY THE INDUSTRY 


Total Domestic Export Export 

Year Sales Registrations Sales % of Total 

1926 cw erent ыты 246,893 218,935 27,958 11.3% 
Рае 276,285 242,521 33,764 12.2 
ТЭО вене 251,066 229,818 21,248 8.5 
ТОВ оер 226,965 210,254 16,711 7.4 
ТОЗ оаа vm. 247,414 212,717 34,697 14.0 
1933 тозы н ыы 297,973 251,118 46,855 15.7 
o: Os babs hase oe 367,380 313,865 53,515 14.6 
103565 е cy 432,549 367,678 64,871 15.0 
1936; 254% PEPPER 486,892 413,729 73,163 15.0 
19037 азба diste 508,340 420,126 88,214 17.4 
1959.25 wax ысыра 445,734 370,338 15,396 16.9 

Jan.-July 

030 ix dece se ect 285,076 234,817 50,259 17.6 
1939............ 306,076 253,116 52,960 17.3 


Attention has been called to the fact that the position of the Corpora- 
tion, as measured by the performance of Vauxhall Motors Ltd., an English 
subsidiary of the Corporation, has not compared favorably from the stand- 
point of its participation in the domestic market, with that of other areas 
in which the Corporation is operating. The reason has been that the product 
program up to a year or so ago was not comprehensive in scope, hence 
limiting its opportunities in the market as a whole. Through evolution, this 
situation has been corrected and it is reasonable to believe that under 
normal conditions the Corporation will develop a broader participation in 
the English market. 


In the case of Vauxhall Motors Ltd., the administrative responsibilities 
continue to be in the hands of English nationals. 
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The sales of Vauxhall Motors Ltd. are shown in the following sum- 
mary: 


VAUXHALL MOTORS LTD. 


NUMBER OF Cans AND TRucks SOLD 


Total Domestic Export Export 
Year Sales Sales* Sales % of Total 
1928.............. 2,587 1,735 852 32.9% 
1929.............. 1,387 1,229 158 11.4 
1930.............. 8,930 8,713 217 2.4 
1931.............. 14,836 13,266 1,570 10.6 
1932.............. 16,229 10,020 6,309 38.6 
1933.............. 27,636 19,157 8,479 30.7 
1934,............. 40,456 26,193 14,263 35.3 
1935.............. 48,671 33,357 15,314 31.5 
1936.............. 50,704 36,068 14,636 28.9 
1937.............. 59,746 39,068 20,678 34.6 
1938.............. 60,111 39,840 20,271 33.7 
1939.............. 61,454 42,125 19,329 31.5 


* Domestic Sales in the United Kingdom. 


GENERAL ENGINE AND HOUSEHOLD APPLIANCE OPERATIONS 


The purpose of this particular section is to present such developments 
as occurred within the year, other than those involving the Corporation’s 
car, truck, body and accessory operations, as already discussed. It is not 
intended to deal specifically with each operation in each of these groups, 
but rather to report such facts and circumstances more or less unusual as 
distinguished from those of a routine character, and, in the case of the new 
activities, to report their progress until they become established as a con- 
structive and productive addition to the Corporation’s activities as a whole. 


Constructive progress has been made on all fronts during the year, 
but there are no unusual facts and circumstances that need be dealt with 
at length; therefore, the review for 1939 is only general in character. 


General Engine Group: 


Recent annual reports have traced the evolution of the Corporation’s 
activities in the design and production of Diesel engines. The 1938 Annual 
Report discussed the broadening acceptance of the economies and other 
advantages of the Diesel engine and the promising opportunities lying 
ahead of the Corporation in this line of activity. During the year under 
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review there has been an increasing use of Diesel power for transportation 
facilities, particularly by railroads and in trucks and busses. 


The Allison Division has attained a position of importance in the 
development and manufacture of high-powered aviation engines. In view 
of the substantial increase in orders, the manufacturing facilities of this 
activity are being materially enlarged by the addition of an entirely new 
plant. 


Household Appliance Group: 


'The Frigidaire Division continued to maintain the position of leader- 
ship it has held in the refrigeration industry since the earliest days of the 
business. In 1939, its total sales increased over the previous year by a 
substantial margin. Frigidaire further fortified its position in the household 
refrigeration market by the introduction at the beginning of the year of 
the Frigidaire Cold-Wall, which is a revolutionary new principle of refrigera- 
tion now recognized as a vast improvement in the science of food preserva- 
tion. 'This method of supplying cold through the walls provides moist air, 
uniform low temperatures and reduced air circulation, which is an ideal 
condition for the protection of the freshness and flavor of foods. 


It has been gratifying to note that, during its third year in the electric 
range business, Frigidaire has obtained a broad acceptance of this product 
both in the trade and with the consuming public. 


> 95 « 


ANNUAL REPORT OF GENERAL MOTORS CORPORATION 


MOVING FORWARD 


General Motors Corporation has not deviated from the policy it has 
followed down through the years of investing the capital essential to main- 
tain the efficiency of its manufacturing operations; and it has in all cases 
expanded its plants when justified by the possibility of increased sales. It 
has not hesitated to broaden its line of products when constructive oppor- 
tunities have presented themselves. It has continued its research and engi- 
neering activities aggressively for the purpose of increasing its efficiency and 
developing new and useful products. 


Expressing this policy in terms of the capital investment which is 
applicable to its plant accounts, as well as to tools, dies, etc. specifically 
related to its yearly product program and written off as a part of the cost 
of production of the model to which they apply, the Corporation has in- 
vested the following sums during the period since the low point of the world 
depression : 


For Six Years Ended 
December 31, 1939 Year 1939 
Expended for plant construction, real 
estate and equipment......... $290,360,804 $37,049,442 
Expended for special tools, dies, etc. 183,054,629 38,556,455 
Тоба!.................. $473,415,433 $75,605,897 


The expenditures for plant construction and the purchase of real estate 
and equipment in 1939 did not involve any important increase in existing 
facilities as such, but represented in part an adjustment to bring such facil- 
ities in line with current technology, and to provide equipment essential 
for the 1940 line of products. Expenditures for special tools, dies, etc. in 
1939 applied principally to the Corporation's 1940 line of products. These 
tools are written off as part of the cost of production of the model to which 


they apply. 

The major new projects undertaken during the year were the construc- 
tion of a plant to meet the increased demand for aviation engines as de- 
veloped by the Allison Division, and the equipping of a plant for the manu- 
facture of a recently developed automatic transmission. 
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PRODUCT EVOLUTION 


General Motors cars for 1940 show numerous evidences of marked 
advance over their predecessors. Among the more important developments 
may be mentioned the Hydra-Matic Drive—a combination of liquid fly- 
wheel and fully automatic transmission that reduces driving to its simplest, 
easiest terms. Other developments include the new type safety plate win- 
dow glass and the new Sealed Beam Headlights. In addition, in several of 
the General Motors lines for 1940 there has been added an extra and special 
model for those who appreciate the ultra in design attractiveness and 
luxury. 


Although many items of cost have recently risen, selling prices in 
general have not been increased; in fact, some models list somewhat below 
the 1939 range. 


The following is taken from a Corporation press release which was 
issued at the time of the recent Auto Shows and which may be of interest 
to the stockholders: 


“Consistent with the fine traditions of the industry, our 1940 
General Motors cars bear numerous evidences of marked advance 
over their predecessors. But it is not enough that the new cars 
merely represent improvement over yesterday’s models. In the 
general interest they must also represent values so compelling as 
to stimulate widespread buying. Then may the benefits accruing 
from the sales stimulus provided by greater values be spread not 
only to those directly concerned with automotive production and 
distribution, but also to that vastly greater army of workers who 
supply materials and services to the automobile industry. 


“We believe you will find the General Motors cars for 1940 
fully meet these requirements. 


“There is built into them the accumulated experience of an 
engineering group which has had the ability and courage to 
pioneer. From the electric self-starter in the early days, down 
through the years there has come a continuous series of engineer- 
ing developments. In addition, General Motors technicians have 
demonstrated their versatility by developing such engineering 
products as the Diesel locomotive, the Allison aviation engine and 
tetra-ethyl lead as a component of gasoline. All these have revolu- 
tionized technique in their respective fields. General Motors is 
proud of this record of achievement. 


“Now in 1940 comes something more, and important. A new 
mechanism to connect the engine with the car has been in evolu- 
tion for several years It takes advanced form in 1940 and will be 
available in one of the cars of the General Motors line. The clutch 
is eliminated. The changes in ratio, or speeds, are automatic. You 
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simply steer! This device, at a cost astonishingly low for such an 
achievement, is destined to take the transmission out of the 
driving technique of the car of tomorrow. 


“On all 1940 General Motors models are both the new type 
of safety plate window glass, which increases visibility and at the 
same time lessens driving fatigue, and the new Sealed Beam Head- 
lights, which make night driving easier, safer and more pleasant. 


“With the modern motorcar not only something in which to 
go from place to place but for many something in which to live, 
comfort, luxury of appointment and size are important considera- 
tions. The 1940 General Motors cars are definitely larger. The 
seats are wider. New seat cushion materials increase travel ease. 
There is more room for both passengers and baggage. And the 
luxury of finish is far superior to past accomplishments. 


“Noteworthy, too, is that in several of the General Motors 
lines for 1940 there has been added an extra and special model for 
those who appreciate the ultra in design attractiveness and 
luxury. 


“While many items of cost have recently risen, and added 
value has been built into the 1940 design, selling prices in general 
have not been raised; in fact, some models list somewhat below 
the 1939 range. General Motors subscribes, without reservation, 
to the prime importance, in the face of the existing emergency, 
of avoiding unwarranted and unjustifiable price advances. Such 
will be the policy throughout all its extensive relationships. It will 
avoid to the utmost everything that promotes instability of the 
economy. 


“General Motors prices this year are clearly shown on 
‘plainview’ price tags attached to every General Motors car on 
exhibit in every General Motors showroom. You see the base 
price the dealer sets on the car you need. You see all the additional 
items incident to the transaction. And with each sale there is 
supplied an itemized invoice showing each item separately and 
its price as a part of the price you pay. 


“With value and price thus plainly visible and comparable, 
a clearer picture of the greater value in the 1940 General Motors 
cars is bound to result.” 
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OWNER-MANAGEMENT 


The relationship of management and ownership in modern industry is 
an interesting subject. And it is of particular consequence in view of the 
general interest and importance that surrounds industry’s problems and 
policies in the discussions of the day. Therefore, a statement as to the 
position of General Motors Corporation might be interesting to the stock- 
holders and timely as well. 


Due to the force of economic necessity and through a process of evolu- 
tion, certain units of industry have become large. This is because of the 
continuously broadening market for industry’s products and services re- 
sulting from the production of more useful things at continually lowered 
prices. There is superimposed upon this evolutionary process the additional 
influence of an increasing need for integration of manufacturing processes 
involved in mass production. The effect of such an evolution on the capital 
structure is to require ever increasing amounts of capital. The old concept 
of individual ownership is less applicable in mass production industries. 
The position is being approached, even if it has not already been reached, 
when management, speaking in the broad sense, has become largely divorced 
from ownership in the mass production organizations of the industry of 
today. And while this may apply particularly to the United States, due to 
the larger markets that industry has enjoyed here, the general trend is 
not essentially different in the other industrial countries of the world. 


The problems that arise out of this evolutionary process are both 
social and economic in character. Is the responsibility of management as it 
assumes the role of a trusteeship likely to be as adequately discharged both 
in the public interest and in the interest of the business itself, all things 
considered, as where management and ownership are synonymous? It is 
not within the province of this annual report to present the philosophy 
involved in this particular question. But it is desirable that the facts be 
stated as they exist, so far as General Motors Corporation is concerned, 
leaving the interpretation of the facts to the judgment of those who may 
be concerned therewith. 


General Motors differs quite outstandingly from other large units of 
American industry in respect to the subject now being discussed. Owner- 
ship represented in the executive management of the Corporation exists to 
an unusual degree. While such managerial ownership may not bulk very 
large on a percentage basis, due to the large aggregation of capital in- 
volved, yet if it is to be assumed that the responsibility of any manage- 
ment to any business cause has any relationship whatsoever to the personal 
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stake involved in that cause, then that relationship is important in the 
instance of General Motors Corporation. 


Among the twenty-nine Directors, fifteen are directly concerned with 
and devote all their time to the management of the Corporation’s affairs. 
This particular group owns and controls 1,912,500 shares of General Motors 
common stock which at $54.50 per share, the closing market price on 
December 30, 1939, represent an investment of $104,231,000. Four other 
members of the Board, not directly concerned with the operating manage- 
ment, own 832,100 shares, representing an investment of $45,349,000 at 
$54 50 per share. Six other members have holdings of 299,000 shares, an 
investment of $16,296,000 at $54.50 per share, and also represent the large 
stock interest of the E. I. du Pont de Nemours & Company. The remaining 
four members are neither concerned directly with the operating manage- 
ment nor are they the owners of a large amount of stock but are members 
of the Board because of their ability to contribute to the general progress 
of the business. 


In addition, approximately 3,300 individuals in the supervising group 
within the operating organization, who devote all their time to its service, 
are owners to the extent of 963,700 shares, an investment of $52,522,000. 
Thus there is directly involved in ownership management in General Motors 
Corporation a total of 4,009,000 shares, an investment of $218,491 ,000. 


While it may be accepted as a fact that the larger individual holdings 
are likely to be redistributed through the passage of time as new execu- 
tives take the place of those who must necessarily pass on, yet through the 
operations of the Bonus Plan, managerial ownership is being constantly 
expanded as new participants develop and present participants advance to 
positions of greater responsibility. 


The operating management group of General Motors Corporation 
has a very real personal stake in the success of the enterprise. 
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AUDITING PROCEDURE 


Manifestly, the balance sheet and the accompanying summaries of 
income and surplus are important parts of any annual report, and their 
validity is of prime importance both to the stockholders and the manage- 
ment. Full details have been presented to the stockholders in the annual 
reports from year to year as to the policies upon which the values of various 
important items have been established, as well as the reasoning supporting 
those policies. 


The selection of the firm of Certified Public Accountants to perform 
the Corporation’s annual audit, and the determination of the scope of their 
responsibilities, are under the direct supervision of the Committee on Audit 
of the Board of Directors, and to that Committee all reports of the auditors 
are submitted for such action as may be deemed proper. The By-Laws pro- 
vide that the membership of the Committee on Audit is to be limited to 
directors not directly concerned with the administration of the business. 


The management of General Motors Corporation is based upon a 
policy of decentralization with the necessary coordination. Each operating 
unit or subsidiary is, in general terms, self-contained so far as its functional 
activities are concerned. As a part of each such self-contained unit there 
is a Comptroller who has charge of accounts and accounting practices. The 
Comptroller operates under the control of the chief executive of the unit 
as to operations, but he is under the supervision of the Corporation’s 
Comptroller so far as accounting practices are concerned. In the central 
authority, which is the coordinating agency comprising the Corporation’s 
chief executive officers and the various functional staffs, there is a financial 
staff. This comprises, among other things, a comptroller’s activity and an 
auditing activity. The operations of the auditing activity are very broad 
in scope. All operations of the Corporation, whether divisions or subsidi- 
aries in form, whether domestic or overseas in location, are being constantly 
checked by a force of the Corporation’s own traveling auditors, entirely 
outside the jurisdiction of the operating units themselves, subject solely to 
the supervision of the Corporation’s general auditing activity. 


In addition to this, there is superimposed upon the auditing function 
of the coordinating authority and, likewise, on the auditors of the individual 
units, the auditing staff of Messrs. Haskins & Sells, the Corporation’s 
Certified Public Accountants. Their responsibility has not been limited in 
any way as to the scope of their examination The management has taken 
the position that the paramount issue is accuracy, both with respect to the 
proper administration of the policies established, as well as from the stand- 
point of sound accounting practices underlying such policies. 
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In accordance with the above plan, the practice of Messrs. Haskins & 
Sells is to examine or test the accounting records of the Corporation and 
its divisions and subsidiaries and other supporting evidence, to make gen- 
eral reviews of their accounting methods and operating accounts, to review 
the methods of internal control, and to certify that the Corporation’s 
annual consolidated financial statements have been prepared in accord- 
ance with accepted principles of accounting. Further, it is the practice of 
the Corporation to require each operating unit, wherever it may be located, 
to take an inventory once a year. Such inventories are taken under the 
general observation of Messrs. Haskins & Sells—not to the extent, how- 
ever, that every individual item is determined and validated, but rather 
from the standpoint that tests are made on a sufficiently broad basis to 
demonstrate the validity of the total. This has been the practice over 
many years. 


Manifestly, it would be impossible to undertake an examination of 
every transaction that took place within the year. Neither is it essential. 
But checks are made by Messrs. Haskins & Sells to the full extent that, in 
their judgment, is necessary to justify the conclusion that the records of the 
year are correct, in accordance with the policies laid down, and in harmony 
with sound accounting practices. 


The result is that General Motors presents to its stockholders each 
year a certificate which is recognized in accounting parlance as a “‘clean” 
certificate. There are no items comprised in the balance sheet or involved 
in the transactions of the year or the income account that are accepted 
by the auditors as a result solely of any certification by the management. 
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FOR THE YEAR ENDED DECEMBER 31, 1939 


PUBLIC RELATIONS 


One of the prime responsibilities placed upon the modern industrial 
organization is that of encouraging and preserving satisfactory relationships 
throughout all the various phases of its business. These relationships are 
necessarily complex—the process of converting raw materials into useful 
finished goods requires the collaboration of many groups of individuals. 
Dealers, suppliers, employes, stockholders, customers and the general pub- 
lic, as well as governments—all play essential parts in the industrial scheme 
of things. It is also true that in the case of large-scale enterprises encompass- 
ing a wide scope and diversity of operations, this need for sound mutual 
relationships assumes greater importance and becomes at the same time 
more difficult. 


General Motors has long recognized that good and equitable relation- 
ships in their broadest sense begin with constructive and mutually satis- 
factory policies as affecting those with whom the Corporation has direct 
and immediate dealings. Previous reports have emphasized the desirability 


of a fair and just distribution of the productivity of industry between the 


component parts—the supplier, the dealer, the employe, the stockholder 
and the customer. This is an extremely difficult task and one to which, in 
General Motors, a great deal of study and attention is constantly being 
given, for upon the continued maintenance of such an economic balance 
depends, to an important degree, the future development and progress of 
the Corporation. 


More recently a further responsibility has claimed an increasing amount 
of attention from management, and that is the relationship of industry to 
the community as a whole. For many years the chief and absorbing prob- 
lems of industry lay in the fields of engineering, production and distribution. 
Out of these endeavors came new products, new comforts and better ways 
of living. Today there is greater necessity than ever before for improving 
the relationships of industry as affecting human progress and for new in- 
terpretations of the fundamental place of industry in our social and 
economic structure. 


To an important degree the measure of General Motors success is the 
measure of the quality and value of its service to the public. To the extent, 
and only to the extent, that the Corporation serves the public better, will it 
grow and develop Accordingly, it is of the utmost concern to General 
Motors that every part of its organization should come to know and under- 
stand the public better, for with that better understanding will come in- 
creased ability and opportunity to serve. Of such a character are the studies 
by the Customer Research Section to determine what the public wants the 
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products to be, what its preferences are in the way of appearance and 
style, and in general how those products can be made of greater usefulness 
and benefit. Thus, Corporation activities are more carefully kept in step 
with public needs and desires. 


But if industry is to be placed in a position to make its maximum 
contribution to the general welfare, it is essential that along with a better 
knowledge and understanding of the public by industry there also should 
be a better interpretation of industry to the public. This is of vital im- 
portance. It is a real responsibility that industry must assume. 


To facilitate a better understanding of its problems and policies is an 
obligation that General Motors owes to stockholders, employes, dealers and 
all whose individual welfare is linked with the Corporation’s success. And 
in an organization as large as General Motors the entire country is involved 
to an important degree. 


It is highly desirable, for instance, that every employe be familiar not 
only with the facts of the business that affect him as an individual, but also 
with those facts that affect his relations with the other groups involved. 


Although dealers are primarily concerned with distribution policies, 
their broader interests include the problems and processes of engineering 
and production as well. Their constant and intimate contact with the public 
demands a thorough understanding of the Corporation’s over-all aims and 
objectives. Also, the progress of General Motors and the essential details of 
its operating policies and practices are of vital interest to the communities 
in which the various plants are located—for in a most practical sense these 
manufacturing activities are a part of the life of the community. 


In general it may be said that the more completely the basic facts, the 
problems and the policies of industry are known throughout its organiza- 
tions and the community at large, the better service industry is able to 
render—which, in turn, is reflected in a public more favorably disposed 
towards its products. Thus the cycle of geod relationships is made complete. 
For as a well informed organization through better service creates more 
sales and more customers, so also these added customers mean greater em- 
ployment and a more prosperous community. 


Despite recent substantial progress, there is undoubtedly at present a 
need for still better understanding of the problems of industry by all. 
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COST OF GOVERNMENT 


Previous annual reports have included a section on the ''Cost of 
Government." This section is again included because it is recognized that 
the continual increase in the cost of Government must of necessity, more 
and more adversely affect costs and selling prices, and, likewise, reduce the 
ability of the consumer to purchase, both from the standpoint of higher 
selling prices and also from the standpoint of reduced income with which to 
buy. The more Government takes, the less other component parts can 
receive, all other things being equal. The alarming increase in the cost of 
Government, with its economic influence on industry and on the individual, 
is beginning to penetrate the consciousness of the people at large. It is an 
encouraging sign that this 1s so. 


It is manifestly impossible to determine the extent to which the cost 
of Government influences the purchase price of the broad range of goods 
and services which the Corporation requires in its extensive operations and 
passes on to the consumer as a component part of its own costs. On the 
other hand, it is possible to determine definitely the cost of Government 
in terms of taxes levied directly on the Corporation's own operations. For 
the purpose of reflecting the cost of Government as measured by taxes 
definitely ascertainable in respect to the Corporation's operations, there 
are presented herein data based upon all taxes paid directly by the Cor- 
poration and also excise taxes paid on products sold by the Corporation. 
It must be recognized that from the consumer standpoint, even as applied 
to the Corporation's products, there are additional taxes, such as sales 
taxes, that importantly reflect the cost of Government but are not included 
in this analysis. 


Total Ascertainable Direct Tax Bill: 1939 


Taxes accrued or paid by General Motors Corporation 
and its subsidiaries to the various taxing authori- 


ties within the United бїаїйез................... $ 75,931,000 
Excise taxes on products sold by the Corporation and 

paid directly to the Government. .............. 25,953,000 

Total ascertainable direct tax bill............... $101,884,000 


The Trend of Cost of Government: 


Due solely to increases in corporate income tax rates and the imposi- 
tion of excise and other taxes, the ascertainable direct tax bill of $101,884,000 
in 1939 was approximately $57,500,000 higher than it would have been 
under the 1929 tax structure. The difference represents the increased cost 
of Government to the consumer and General Motors Corporation. 
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Tax Bill in Relation to Earnings, Sales and Payrolls: 


The ascertainable direct tax bill in 1939 of $101,884,000 was equivalent 
to 55.6% of total net earnings available for dividends. 


The effect of this total ascertainable tax bill can best be illustrated 


by the following relations: 
1939 1938 1937 


Tax bill per share of common stock.... $2.37 $1.72 $2.45 


Tax bill per $100 of sales in U. S....... $8.12 $7.95 $7.22 
Tax bill per employe in U. 8.......... $523 $450 $444 
Tax bill per $100 of payroll in U. S.... $ 28 $ 27 $ 24 


Attention is called particularly to the fact that the tax bill referred to 
in the above relationships does not represent, by any means, the actual 
cost of Government to the consumer of General Motors products, inasmuch 
as there are included only those taxes definitely ascertainable and paid or 
accrued with respect to the Corporation's direct operations and sales. In 
other words, it reflects in no sense the tax bill as a whole. No effect has 
been given to the cost of Government as reflected in the cost of materials 
purchased and consumed or in the cost of services rendered the Cor- 
poration in the conduct of its business, or to the effect of taxes imposed 
upon channels of distribution. 


» 36 « 


ж 


^ 


FOR THE YEAR ENDED DECEMBER 31, 1939 


EXECUTIVE MANAGEMENT COMPENSATION 


Compensation of the Corporation’s executives is from two sources— 
a salary and an opportunity to participate in the profits above a return of 
7% on the net capital employed. Both factors, as affecting any particular 
individual, vary with the ability of the individual as well as with the 
opportunity for accomplishment. As to ability there is no need of elabora- 
tion. By "opportunity for accomplishment” is meant the degree of responsi- 
bility involved in the individual's contribution to the Corporation's prog- 
ress, affected, as must be the case, by volume possibilities. 


It follows from the above that when the volume of business importantly 
declines the opportunity to accomplish is likewise reduced. That part of 
total compensation emanating from a participation 1n the profits auto- 
matically adjusts itself with the state of business, because as volume recedes 
profits decline at an increasing rate. That part emanating from salary is 
subject to adjustment, depending upon general economic conditions. 


Executive management participation in profits comes through the 
application of the Bonus Plan. There is a broad coverage of the Corpora- 
tion's total salary group eligible for benefits under the Bonus Plan as dis- 
tinguished from the executive management group. For several years previ- 
ous to 1936 all members of the organization receiving salaries at the 
annual rate of $4,200 and over were eligible. Beginning with 1936, a part 
of the bonus fund has been allocated to the group receiving salaries at the 
rates of $2,400 to $4,200 a year. The Bonus Plan is described in detail 
under Cooperative Plans." That part and only that part of the bonus 
fund distributed to the executives within the group included 1n the execu- 
tive management category subsequently defined is included in the compari- 
sons which follow. The amount of bonus participation of individual execu- 
tives for the year 1939 has not been finally determined. 


TOTAL COMPENSATION POSITION OF THE THREE 
HIGHEST REMUNERATED EXECUTIVES 


It has been stated that both the salary and the bonus participation 
factors which constitute total compensation are affected importantly by the 
opportunity to accomplish, and are further influenced by the state of the 
business. Naturally, the state of the business and the profits are 1n turn 
affected by the so-called “‘business cycle." Just as the cost of Government 
must be paid for by the consumer in the form of higher selling prices, thus 
diminishing real purchasing power, so such cost must be reflected 1n other 
components of the national economy. Compensation, whether 1t be of the 
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worker or the executive, is no exception, and therefore any consideration 
of the problem of compensation must involve the influence of taxes as 
affecting the amount available to spend. To show the influence of the 
business cycle on total compensation, the three executives having the larg- 
est total compensation have been selected for illustration. 


The representations stated below are based upon the following pre- 
mises: (a) The period used covers the nine years through 1938, in other 
words, 1930-1938, inclusive. Four years reflected reasonably good earnings, 
while the remaining five were years of relatively low earnings. (b) Deduc- 
tions from 1ncome due to taxes are based upon tax rates as they exist today. 
(c) While the total tax liability is influenced by income from investments 
and other sources, nevertheless it has been assumed that the executives 
in question had no income other than that derived from compensation. 
(d) The tax liability is based upon the assumption that the executive re- 
ceived his total compensation within the year in which it was earned and 
paid a tax thereon at the present rates. (As a matter of fact, distribution 
of the bonus participation is over a period of four years and in stock of 
the Corporation, which would somewhat affect the calculation.) 


Based on the foregoing assumptions, the following tabulation sets forth 
for each of the three highest remunerated executives over the nine-year 
period, 1930 through 1938, the maximum and minimum annual salary, 
bonus participation and total compensation of each executive for the period. 
There is also shown the average annual total compensation (including both 
salary and bonus participation) for each executive before and after allow- 
ance for Federal income taxes at present rates: 


Highest Paid Second Highest Third Highest 
Executive Paid Executive Paid Executive 


Salary: 
Maximum ............. $183,333 $140,000 $120,000 
Minimum.............. 112,500 76,666 83,173 
Bonus participation: 
Maximum............. $411,161 $387,450 $258,615 
Minimum.............. —0— --0- --0-- 
Total annual compensation 
Maximum............. $561,161 $507,450 $353,655 
Minimum.............. 112,500 76,666 90,000 
Average annual total com- 
pensation: 
Before allowance for Fed- 
eral income taxes..... $283,106 $270,308 $192,730 
After allowance for Fed- 
eral income taxes..... 128,710 125,736 . 100,736 
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The amount of bonus participation for 1939 has not been finally de- 
termined, so that 1939 has not been included in this comparison. It is 
anticipated that the 1939 bonus participation of these executives will be 
determined by following the practice of past years, except that the Chair- 
man, who is one of the executives used in this comparison, was at his own 
request eliminated as of January 1, 1937 from further participation in the 
bonus. 


It will be noted from the above table that in a year of good business 
total compensation is relatively large. In years of poor business, total com- 
pensation is reduced by about 80% as applied to these illustrations. The 
increasing cost of Government has the effect of reducing the profits of the 
stockholders, increasing selling prices and reducing volume. Furthermore, 
the amount of executive compensation to the recipient is drastically re- 
duced by increasing taxes. The amount paid to General Motors executives 
is one thing. The net amount remaining after taxes is quite another and 
the all-important thing. From that standpoint it will be noted that the 
current cost of Government would absorb, in the case of these three par- 
ticular executives, practically the equivalent of their share of bonus for 
the entire nine-year period, so that, generally speaking, each of the three 
executives would be left with an amount to use for personal needs only 
substantially equal to the base salary. | 


TOTAL COMPENSATION OF 
EXECUTIVE MANAGEMENT GROUP 


In order to report the cost of executive management, the question is 
necessarily raised as to what constitutes management in a business of such 
magnitude, involving as it does a highly diversified and highly technical 
line of products with operations conducted not only in the domestic 
markets but in nearly every market throughout the world. In defining the 
group comprising executive management, for the purpose of discharging 
the responsibility involved in the above policy, the following formula has 
been used: 

". . . the principal executive officers of the Corporation; 

the executive heads of its General Administrative Staffs; the ex- 

ecutive heads of the Operating Divisions and wholly owned Sub- 

sidiaries; the four principal functional executives of the more 
important operating units; and the executive in charge of each 

of the assembly and manufacturing plants in the United States 

located away from divisional headquarters and of the overseas 

assembly and merchandising operations." 


A total of 184 individuals was included in the above defined list at 
December 31, 1939, as compared with 181 at the end of 1938. The amount 
of their bonus participation for the year 1939 has not been finally deter- 
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mined. The figures used in the following comparisons, therefore, are based 
on a preliminary estimate of the 1939 bonus participation of these execu- 
tives as a group. Bonus awards as finally determined will be distributed 
in the form of General Motors common stock at a cost to the Corporation 
of $32.31 per share, all as described under the Bonus Plan on page 42. 


To enable the stockholders to obtain an understanding of the cost of 
executive management, certain relationships have been developed as 
shown below. In these relationships the estimated 1939 bonus awards 
are valued at $32.31 per share which is the average cost of shares to be 
distributed as bonus awards for the year 1939. 


Executive Management Cost per Share of Common Stock: 


With earnings for the year 1939 of $4.04 per share, the net salary cost, 
after allowing for Federal corporate income taxes, applying to the group 
of executives was equivalent to $0.08 per share on the common stock out- 
standing. This cost of $0.08 per share compares with $0.07 per share for 
the year 1938. In view of the fact that the earnings for the year were high 
enough to make the bonus participation factor operative, there was supple- 
mental compensation provided for this group. The estimated provision for 
supplemental compensation to this group was equivalent to $0.07 per share 
on the common stock outstanding, after allowance for Federal income taxes 
paid by the Corporation. In 1938 the corresponding item was equivalent 
to $0.03 per share. 


On the basis of 1939 operations, therefore, the estimated total execu- 
tive management compensation was equivalent to $0.15 per share on the 
common stock outstanding. This compares with $0.10 per share in 1938. 


Executive Management Cost per $100 of Retail Price of Products Sold: 


On every $100 of retail price of the Corporation’s products sold, execu- 
tive management salary cost was equivalent to $0.26. Supplemental com- 
pensation under the bonus plan was equivalent to $0.18. Therefore, total 
executive management cost was equivalent to $0.44 per $100 of retail price. 
This compares with $0.39 for the year 1938. 


Executive Management Cost for Each Dollar of Total Payroll: 


For every dollar paid in salaries and wages, executive management 
salaries consumed 114 cents. If there is added the effect of the bonus plan, 
executive management consumed 2 cents per dollar of total payroll. This 
compares with 17% cents per dollar for 1938. 


Executive Management Cost in Relation to Profits: 


For every dollar earned in profits for the stockholders, executive 
management salaries consumed 2 cents. If there is added the effect of the 
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bonus plan, executive management consumed 31% cents. This compares 
with 414 cents for the year 1938. 


Executive Management Cost in Terms of Volume of Business: 


For every dollar of business volume, the executive management salaries 
consumed L4 оға cent. If there is added the effect of the bonus plan, execu- 
tive management consumed % of a cent. This compares with 1% of a cent 
for the year 1938. 


NUMBER OF INDIVIDUALS RECEIVING SALARIES OF 
$10,000 OR MORE PER ANNUM 


The following tabulation shows the number of executives in various 
salary groups receiving salaries of $10,000 or more per annum as of 
December 31, 1939, whether or not included in the executive management 
group as defined above: 


Amount of Number of 

Salary Individuals 
$ 10,000 to $ 20.000... cts hee Do I Re Ret os 290 
20.001 to 30,000............................ 46 
30.001 to- 150.0007. Lies у жс ушшш X RE MESES 14 
50,001 to 75,000............................ 12 
75,001 to 100,000............................ 6 
100,001 and over (none over $200,000) ........... 2 
jio rcr 370 


The number of executives in this group is simply indicative of the 
magnitude, diversity and geographical distribution of the Corporation's 
operations. 
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COOPERATIVE PLANS 


Through its Cooperative Plans, the Corporation has two objectives: 
first, to develop such programs as will promote security and protection, in 
so far as it is practically possible, for the benefit of the organization as a 
whole; and second, to supplement the normal relationship between the 
Corporation and its executive and supervisory groups, whereby an oppor- 
tunity is provided for those groups to participate in the success of the 
business for which they are directly responsible, and in proportion to each 
individual's relative capacity to contribute. 


The second objective merits some amplification. The success of General 
Motors depends upon the individual initiative and ability of a large group 
of important executives. Many of this group operate independently for the 
most part because of the magnitude of the Corporation's operations, their 
geographical distribution, and the many different phases of the Corporation’s 
activity. The most effective result and the greatest security for progress 
and stability are achieved by placing such executives in the same relative 
position, in so far as is practicable, as if they were in business on their own 
account. In that way, managerial talent is attracted to the Corporation 
on account of the opportunities offered, and means are provided for de- 
veloping the talent within the Corporation's organization. Both are vital 
to success. 


The Corporation has submitted to the stockholders, from time to 
time, various proposals directed toward the purposes just mentioned. The 
results of these various plans have been duly reported in detail in each 
annual report. At times, altered circumstances have made it desirable to 
effect changes in the plans. 


At the present time, the Corporation's Cooperative Plans consist of 
the following: 


BONUS PLAN 


'The General Motors Bonus Plan was established in 1918; hence has 
been in operation for more than twenty years It now provides that there 
may be set aside as a bonus fund 10% of each year's net earnings, after 
deducting 7% on the net capital employed during the year. This means 
that before there was a bonus fund available in 1939, there had to be earned 
for the stockholders approximately $79,327,000, equivalent to $1.62 per 
share on the common stock outstanding. 


At the inception of the Bonus Plan, all salaried employes who had 
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been with the Corporation for a full year were eligible to participate. 
Subsequently, the eligibility was confined to those receiving $5,000 a year 
or more This minimum was later reduced to $4,200 a year. Beginning with 
the 1936 bonus distribution, the salary limit was again reduced and the 
group eligible for bonus consideration now consists of all those who receive 
salaries at the rate of $2,400 a year ot more. The result of this reduction 
in salary limit was a substantial increase in the number of eligible employes. 
Bonus awards, based upon recommendations made by the Chairman of 
the Board of Directors, are made on the authority of the Bonus and Salary 
Committee which is composed of five Board members who are not actively 
engaged in the management of the Corporation and who are not eligible 
for bonus. The action of the Bonus and Salary Committee is submitted to 
the Board of Directors for review and final approval. The distribution of 
the bonus is made in the form of common stock of the Corporation, except 
in the case of certain foreign subsidiaries which distribute their bonuses in 
local currency. Awards to employes receiving salaries of $2,400 to $4,200 
a year are delivered in total immediately. For those bonus beneficiaries 
receiving salaries at the rate of $4,200 a year or more, one-fourth of the 
award is delivered immediately after notification and the balance in three 
equal annual instalments. 


As pointed out above, the General Motors Bonus Plan provides for 
the establishment of a bonus fund, to which shall be credited yearly an 
amount not to exceed 10% of the net earnings after deducting 7% on the 
net capital employed, to be invested in General Motors common stock. 
The amount of the bonus in 1939 on the basis of this calculation was 
$11,551,514. When the stock for the bonus awards can be taken from the 
Corporation’s treasury, as was the case in 1939, the number of shares 
required has been limited to the number computed by dividing the bonus 
fund by the stock’s average daily market price during the year.. The 
233,937 shares available for distribution out of earnings for the year 1939 
were determined on the basis of the average daily market price of $48.19 a 
share. These shares, together with $279,156 payable in cash to the employes 
of certain foreign subsidiaries, constituted the Corporation’s bonus fund 
in 1939. Since the average cost of the stock allocated from the Corporation’s 
treasury was approximately $32.31 a share, the total cost of the bonus fund 
to the Corporation in 1939 was $7,836,647, including cash awards. 


The individual bonus awards have not been finally determined for 
1939 but it is estimated that approximately 9,500 employes of the Cor- 
poration will benefit by the distribution of the 1939 fund. No individual, 
however, will receive more than a 2% participation in the total bonus 
fund. The Chairman of the Board, at his own request, will not participate 
in the 1939 bonus distribution 
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The record of bonus awards from the inception of the plan through the 
year 1939 is displayed on page 69 of this report. 


EMPLOYES SAVINGS AND INVESTMENT PLAN 


This plan was inaugurated in 1919 and was suspended as of December 
31, 1935 because of uncertainty as to the legal requirements under the 
Social Security Act and the Securities Act of 1933. The last class formed, 
therefore, was that of the year 1935, which matures on December 31, 1940. 
The rights of employes, however, with respect to payments which had 
been made by them into the Savings Fund prior to January 1, 1936 were 
in no way affected by this action. 


The plan at the time of its suspension provided that any employe 
receiving less than $4,200 per year was permitted to pay into the Savings 
Fund an amount not to exceed 10% of his earnings, but not in excess of 
$300 per year. For each dollar of savings paid in, the Corporation contrib- 
uted $0.35 to the Investment Fund. Interest was allowed on the employe’s 
payments, while the Corporation invested its own contribution and the 
income thereon in its own common stock. The entire amount was paid to 
the employe at the end of a five-year period, an employe who withdrew 
prior to maturity receiving pro rata benefits. 


Each employe who paid $100.00 into the fund throughout the year 
1934 was entitled to receive $209.05 at the maturity of the 1934 Class on 
December 31, 1939. Of this settlement $100.00 represented the employe’s 
original savings, while the balance of $109.05 represented benefits con- 
tributed by the Corporation in cash and General Motors common stock. 


A total of $6,181,294 was distributed early in 1940 to the 25,786 em- 
ployes who participated at the maturity of the Class of 1934, as follows: 


On account of common stock contributed by 


the Согрогайоп........................ $2,326,683 
On account of 5% interest on savings— paid by 

the Согрогайоп........................ 891,596 
Total contributed by the Corporation......... $3,218,279 
On account of employes’ ѕауіпоѕ............. 2,963,015 
This makes a total distribution of............ $6,181,294 


Since the inception of the plan in 1919, a total of $256,016,087 has 
been paid out to the Corporation’s employes through settlements of matur- 
ing classes and withdrawals before maturity. Of this amount, $146,680,640 
represented employes’ savings and $109,335,447 was contributed by the 
Corporation. The return to the employes, over and above the amount of 
their own savings, consisted of the Corporation’s contribution to the 
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Investment Fund at the formation of each class, together with interest on 
savings, dividends on the common stock and appreciation in the value of 
the stock during the life of these classes. 


GROUP INSURANCE PLAN 


The Group Insurance Plan is available to all employes of the Corpora- 
tion after three months’ service and provides life and temporary disability 
insurance at a very low rate. More than 99% of the employes eligible 
under the plan were participating at the end of 1939 


On July 1, 1939, a new Hospitalization and Surgical Benefits Plan was 
made available to those employes of the Corporation in the United States 
and Canada whose annual earnings are less than $4,200 a year. This plan 
provides hospitalization benefits of $4 a day for as long as seventy days for 
a single disability and, in addition, provides for the payment of specified 
hospital services. There are also provided benefits defraying costs of surgical 
operations up to a maximum of $150 for a single operation. At December 31, 
1939, 94% of the eligible employes were participants in the plan. 


These plans are cooperative, the direct cost being shared by the Cor- 
poration and the employes, with the Corporation assuming the entire 
administrative expense. 


During 1939 there was paid through the Group Insurance Plan benefits 
totaling $4,080,591. This amount included payments to beneficiaries of 964 
of the Corporation’s employes who died during the year; temporary dis- 
ability benefits resulting from sickness or non-industrial accidents paid to 
16,814 of the Corporation’s insured employes; and benefits to 6,717 insured 
employes under the Hospitalization and Surgical Benefits Plan adopted 
July 1, 1939. Since the inception of the Group Insurance Plan in December 
1926, claims totaling $39,895,900 have been paid. 


MEDICAL AND HEALTH SERVICE 


The Corporation expended the following sums in the United States 
for medical service, hospitalization, physical examinations and certain 
miscellaneous activities to safeguard employes from occupational diseases: 


Average per 
Year Total Expended Hourly Worker 


1939 $1,119,019 $7.18 
1938 $ 960,297 $7.63 


In addition, expenditures of more than $2,600,000 were made in 1939 
for the installation of mechanical safeguards in furtherance.of the Corpora- 
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tion’s effort to provide the most healthful working conditions and to 
protect employes from accidents. A new all-time safety record in 1939, 
from the standpoint of the reduction of lost-time accidents, marked an- 
other year of safety improvement in General Motors plants. Records of 
the National Safety Council indicate that General Motors plants are among 
the safest in the country. 


EDUCATION AND TRAINING 


This activity was continued throughout the year, in accordance with 
the plan set forth in previous annual reports. 


HOUSING FOR EMPLOYES 


As stated in previous annual reports, the Corporation’s policy with 
respect to this activity continues to be one of liquidation rather than 
expansion. There have been no important changes during the year. Such 
houses as are still owned by the Corporation are practically all rented to 
its employes. 
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LABOR ECONOMICS 


The Corporation recognizes the importance of improving the eco- 
nomic position of its workers from the standpoint of both their progress 
and stability, hence advancing their status іп a fundamental way. Such a 
policy is not only socially desirable but economically necessary because of 


* the vital importance of the purchasing power of the factory workers. 


The wage level in relation to prices is important. Too many are of the 
belief that the wage level is at the discretion of management—that there 
is no ceiling other than that which management seeks to establish arbi- 
trarily. Such an approach is far from a realistic one. As a matter of fact, 
the problem which confronts the national economy today is how to establish 
the essential balance between the component parts of productive enter- 
prise, so that there may result the greatest productivity of wealth, to the 
end that more of the people may have more that will add to the comforts 
and pleasures of living. In other words, the wage level is part of a great 
economic problem affecting all. The trend of General Motors wages over 
the years has been steadily upward. Increased wages and reduced prices 
are possible only through the capitalization of technological progress, 
supported by a constantly improving operating technique, thus reducing 
real costs. It is to be regretted that this fact is not more generally 
appreciated. 


While the wage rate determines the labor content as affecting costs 
and hence selling prices, it is not a fundamental index in determining the 
economic position of the worker nor his ability to consume industry’s 
products. In that problem is further involved the number of hours of 
work and the continuity of employment throughout the year. These are 
important considerations to the extent that fluctuations in automobile 
production cannot be entirely avoided due to the seasonal characteristics 
of consumer demand. 


Attention has been concentrated during the past few years upon 
ways and means whereby a greater continuity of employment may be 
effected. The model year has been advanced by the industry with this 
objective in mind. Employment is being stimulated during the months of 
low consumer demand by accumulating inventories of component parts. 
Employe Benefit Plans have been adopted by the Corporation to equalize 
income in relation to the seasonal trend and the business cycle. Further 
progress can be looked forward to in the leveling of production and in the 
greater continuity of employment for the worker, but, in the final analysis, 
production schedules of the automotive industry must be determined 
largely by the consumer demand after an adequate stock has been estab- 
lished in the field for distribution. 
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Employe Benefit Plans: 

The annual report covering the year 1938 dealt with the adoption, 
effective January 1, 1939, of two employe benefit plans designed to pro- 
mote greater continuity of income for the Corporation’s hourly wage 
employes. These plans are known as the Income Security Plan and the 
Lay-Off Benefit Plan and are being continued with slight modifications 
in 1940. 

The purpose of these plans is to supplement the income of workers 
during slack periods which may result from seasonal factors, model change- 
overs or from reduced operations incident to the business cycle. Under the 
Income Security Plan advances are made to hourly wage employes with 
five years’ service or more, to insure weekly earnings up to 60% of the 
standard weekly earnings. The employe’s standard weekly earnings are 
defined as 40 hours pay at his latest average earned hourly rate. In 1940 
the maximum amount that may be advanced under this plan is limited to 
360 hours pay. Under the Lay-Off Benefit Plan advances are made to hourly 
wage employes with more than two years of service to insure weekly earn- 
ings up to 40% of the standard weekly earnings. Advances under this plan 
are limited to 72 hours pay. Advances made under these plans are repaid 
when work is available to the extent of one-half of the earnings in excess 
of 60% of the standard weekly earnings. It should be repeated that the 
employes’ total earnings or income over a period of time are not changed 
by the operation of the plans. The cost to the Corporation, in addition to 
the administration of the plans, results through death of employes or 
through employes permanently leaving the service when under obligation 
to the Corporation. 


During the year under review, gross advances under the plans 
amounted to $1,612,622 and were made to 37,036 employes. This is not 
indicative of what might have occurred for the reason that, due to the tool 
and die makers strike, benefits under the plans were largely suspended dur- 
ing the period of the strike. Of the gross advances of $1,612,622, a total of 
$1,395,679 was repaid during 1939 and $57,223, which was considered 
uncollectible, was charged to earnings during the year, leaving advances 
of $159,720 outstanding at December 31, 1939. It is interesting to note 
that advances of $840,619 outstanding at September 30, 1939 were reduced 
during the fourth quarter, when operations were at a high level, to $159,720 
at December 31, 1939. 


A few facts indicating the progress of the wage earner in General 
Motors with respect to the wage level and in other ways are set forth 
below: 


Working Hours per Week: 


As a result of the higher level of operations during 1939, the average 
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number of hours worked per week by the hourly wage employe in the 
Corporation’s plants in the United States was 34.9 hours which is an 
increase of 11.9% over the average of 31.2 hours worked in 1938. 


The Corporation’s policy of a basic forty hour week with time and 
one-half for work in excess of eight hours a day and forty hours a week 
remained unchanged during the year under review. In addition, except to 
employes who rotate on continuous operations, double time is paid for work 
on Sundays and on certain specified holidays, and in weeks containing one 
of the specified holidays time and one-half is paid for work on Saturday. 


Wage Level: 


The average hourly earned rate of the Corporation is currently about 
44% higher than that prevailing in all manufacturing plants and 29% 
higher than that in 25 major manufacturing industries. The average hourly 
earned rate in 1939 was 34.7% above that of 1929. 


Annual Earnings per Worker: 


Regularly employed hourly workers in the United States received 
average annual earnings of $1,503 during 1939, compared with $1,342 in 
1938. The increase in 1939 was due to the increase in the average number 
of hours worked. This increase, however, was unfavorably affected by a 
tool and die makers strike which delayed the introduction of the 1940 
models. Approximately 154,070 hourly workers were on the weekly pay- 
rolls in the United States throughout the entire year, compared with 
106,523 in 1938. 


Reflecting changes in the cost of living as measured by the index of 
the United States Bureau of Labor Statistics, the average annual earnings 
of regularly employed General Motors workers in 1939 had a purchasing 
power which was approximately 26% greater than their average annual 
earnings in 1929. 


Other Workers Statistics: 


The following summary illustrates the increase in employment and 
payrolls, 1939 over 1938: 


1939 1938 Increase 
Wages paid to hourly workers 
in the United States. ... %263,848,703 $188,899,701 39.7% 
Average number of hourly 
workers іп the U. S... . 155,765 125,836 23.805 
Total payrolls of the Corpora- 
Шоп.................... $386,292,203 $300,825,930 28.4% 
Average number of salaried and 
hourly employes on the 
payrolls of the Corporation 220,434 189,039 16.6% 
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A FINANCIAL REVIEW 


The condensed consolidated balance sheet, summary of consolidated 
income and summary of consolidated surplus of General Motors Corpora- 
tion and its consolidated subsidiaries for the year ended December 31, 
1939, in comparison with the previous year, are submitted on pages 60 to 
63 of this report. A list of certain subsidiary companies, the accounts of 
which are not consolidated in the accounts of the Corporation, together 
with certain other investments and miscellaneous assets, are detailed on 
page 64. 


Earnings: 


Net earnings available for dividends for the year 1939 amounted to 
$183,290,222. This compares with net earnings of $102,190,007 for the 
year 1938. After deducting dividends of $9,943,072 accrued on the $5 
series preferred stock, there remained earnings of $173,347,150 on the com- 
mon stock for the year 1939, equivalent to $4.04 per share on the average 
number of common shares outstanding during the year. For the year 1938, 
after deducting dividends of $9,178,220 on the preferred stock, there 
remained earnings of $93,011,787 on the common stock, equivalent to 
$2.17 per share. 


Dividends of $9,943,072 accrued in 1939 on the preferred stock were 
$764,852 greater than dividends of $9,178,220 provided in 1938. This in- 
crease is not due to any change in dividend requirements on the $5 series 
preferred stock, but represents an additional month's accrual in 1939, in 
order to provide for the full amount of the quarterly preferred dividend 
payment of $1.25 per share declared in November 1939 and payable 
February 1, 1940. 


Earnings as reported in 1939 were affected importantly as follows: 


(a) Ia view of disturbed conditions abroad, a special con- 
tingency reserve of $10,000,000 was provided out of 1939 earnings. 


(b) A reserve of $2,635,879 was established for possible losses 
on advances to be made to employes under a continuation of the 
Employe Benefit Plans. 


(c) Earnings were reduced by $1,505,060, representing inter- 
est paid the Government on the disposition of the Fisher Body 
tax case. This case, arising out of the acquisition of the assets of 
the Fisher Body Corporation in 1926, was settled in full during 
the year by the payment of $3,500,000, of which $1,994,940, 
representing the tax, was charged to certain tax reserves pro- 
vided in previous years and no longer required, while the balance 
of $1,505,060, representing interest, was charged to income. The 
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claim of the Commissioner of Internal Revenue in this case 
amounted to $14,522,733, together with interest from 1927. The 
Corporation claimed that the transaction was a tax-free re- 
organization and, while this position was upheld by the United 
States Board of Tax Appeals, the case was pending appeal by the 
Commissioner to the Circuit Court of Appeals at the time of its 
disposition. 

(d) The revaluation of working capital abroad resulted in 
a charge of $2,592,383 against 1939 earnings. This charge can be 
attributed primarily to the decline in foreign exchange rates as 
a result of the war situation. 


(e) Changes made in depreciation rates on active property 
in the United States resulted in charges against earnings in 1939 
being $3,923,022 less than would have been provided under rates 
previously in effect, as explained on page 53. 


It has been the practice since December 31, 1933, to exclude from net 
earnings those profits realized abroad which could not be remitted to the 
United States due to exchange restrictions. The dollar amount of such 
profits is based upon the Reichsmark converted at 23.8 cents in the case 
of Adam Opel A.G. and upon previous par rates of exchange or current 
nominal rates, whichever are lower, in the case of other foreign sub- 
sidiaries. During 1939, profits of Adam Opel A.G. excluded from earnings 
amounted to $1,283,409. Earnings of other foreign subsidiaries 1n countries 
where profits could not be remitted due to exchange restrictions amounted 
to $3,349,879 in 1939. However, profits previously deferred of $2,915,283 
were remitted to the United States during the year, so that there was a net 
amount of $434,596 excluded from 1939 earnings on account of foreign 
subsidiaries other than Adam Opel A.G. 


On a cumulative basis through December 31, 1939, profits realized 
abroad but not reflected in earnings because of exchange restrictions 
amounted to $23,983,555, equivalent to $0.56 per share of common stock. 
Of this total, profits of Adam Opel A G account for $16,436,325, equiva- 
lent to $0.38 per common share. 


There have also been excluded from 1939 earnings profits of 
$3,846,267 realized abroad which have been set aside as a reserve against 
foreign operations. The cumulative amount of profits credited to this 
reserve through December 31, 1939 is $7,410,956. 


Dividends: 


Regular dividends were paid in 1939 on the $5 series preferred stock, 
requiring $9,178,220. Common dividends of $3.50 per share were paid, 
requiring $150,319,682, making a total disbursement to stockholders dur- 
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ing the year under review of $159,497,902. This compares with a total of 
$73,564,641 disbursed during 1938, consisting of regular dividends on the 
$5 series preferred stock and $1.50 per share on the common stock. Total 
dividends disbursed in 1939 were equivalent to 87.0% of earnings. This 
compares with 72.0% paid out in the year 1938 and with 90.6% disbursed 
in the ten years ended December 31, 1939. 


There were retained in the business in 1939 earnings in excess of divi- 
dends paid and accrued in the amount of $23,027,468, equivalent to $0.54 
per share of common stock outstanding. In 1938, earnings retained in the 
business amounted to $28,625,366, equivalent to $0.67 per share. 


A record of the Corporation’s sales, earnings and dividends by years 
from 1917 through 1939 is shown on page 67. 


Net Working Capital and Cash: 


Net working capital amounted to $434,172,831 at December 31, 1939, 
an increase of $46,929,318 over net working capital of $387,243,513 at 
December 31, 1938. This increase in net working capital in 1939 was 
accounted for principally by earnings retained in the business of $23,027,468, 
by an increase of $13,306,203 in reserves other than depreciation, and by 
an excess of $6,042,985 in depreciation charged against earnings over and 
above expenditures for real estate, plants and equipment. 


Cash, United States Government and other marketable securities 
amounted to $289,921,683 at December 31, 1939, an increase of $47,026,363 
over corresponding items of $242,895,320 at December 31, 1938. The con- 
solidated cash account at December 31, 1939 excludes an amount of 
$5,546,406, representing that portion of cash in excess of operating needs 
which is held abroad and which cannot be remitted due to exchange 
restrictions. This foreign cash arose principally from profits realized abroad 
by certain overseas subsidiaries in countries under exchange restrictions. 
The amount of $5,546,406 so excluded has been transferred to miscellaneous 
assets and a reserve of $3,876,511 applied, leaving a net balance of 
$1,669,895 in miscellaneous assets on this account. The reserve applied of 
$3,876,511 represents a portion of the reserve set up in 1939 and prior 
years against unremitted profits of these foreign subsidiaries. Except for 
this amount of cash held abroad which has been excluded from the consoli- 
dated cash account, foreign working capital included in the consolidated 
balance sheet items consists mainly of cash, inventories and receivables 
normally required in the conduct of the business. 


Inventories amounted to $233,764,789 at December 31, 1939, which 
compare with inventories of $199,871,640 at December 31, 1938. 
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Surplus: 

There were no adjustments to the surplus account during the year 
under review. Earned surplus of $446,442,576 at December 31, 1939 com- 
pares with $423,415,108 at the end of 1938, an increase of $23,027,468 
which is accounted for by the excess of earnings over dividends paid or 
accrued during the year. 


Real Estate, Plants, and Equipment: 


Total gross real estate, plants and equipment amounted to 
$769,417,418 at December 31, 1939, an increase of $10,586,680 over the 
total of $758,830,738 at December 31, 1938. Reserves for depreciation 
showed an increase of $21,069,289 during the year, or from $362,488,520 
at December 31, 1938 to $383,557,809 at December 31, 1939. The net book 
value of real estate, plants and equipment, therefore, showed a decrease 
of $10,482,609 during the year and amounted to $385,859,609 at De- 
cember 31, 1939. These figures reflect a net increase of $2,955,892 in special 
tools, dies, etc. during 1939. Excluding such special tools, dies, etc. applic- 
able solely to the manufacture of current models, the increase in gross 
plant account amounted to $7,630,788 and, after making allowance for 
the increase of $21,069,289 in depreciation reserves, the net plant account 
showed a decrease of $13,438,501. 


The increase of $7,630,788 in gross plant account, excluding special 
tools, dies, etc., may be accounted for by the following items: (a) gross plant 
expenditures for additions and improvements amounted to $37,049,442; 
(b) a gross amount of $1,822,522 of idle plant was reinstated as active 
plant, while conversely $11,098,343 was transferred from active to idle 
plant, so that there was a net decrease of $9,275,821 in gross plant account; 
and (c) property disposed of and other adjustments reduced gross plant 
account by $20,142,833. The reduction of $20,142,833 in gross plant 
account for property disposed of and other adjustments includes $4,858,971, 
representing the reclassification at the end of the year of properties held 
by housing divisions as miscellaneous assets. 


As a result of depreciation studies, changes were made as of January 1, 
1939 in the annual depreciation rates applying to active property in the 
United States. The major changes were an increase in the depreciation 
rate for buildings from 3% to 314%; and a reduction in the rate for the 
major portion of machinery and equipment from 10% to 814%, partially 
offset by the use of a higher rate on certain special facilities, the useful 
life of which is particularly affected by product changes and improvements. 
As a result of the changes in depreciation rates in 1939, the charge against 
earnings was $3,923,022 less than it would have been had the rates not 
changed. The amount of depreciation charged against earnings in 1939 
was $43,092,427, a reduction of $3,926,977 from the charge of $47,019,404 
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in 1938 which was the largest annual provision in the Corporation’s history. 

The policy governing transfers between active and idle plant was 
described in detail in the annual report for the year 1932, and continues 
to apply to properties in the United States. At December 31, 1939, the 
gross value of surplus and idle plant in the United States and Canada was 
$24,717,753 and was carried on the Corporation’s books at a net salvage 
value of $5,419,337. Since the difference between the gross value and the 
salvage value of this idle property has been charged to reserves for deprecia- 
tion, the net book value of real estate, plants and equipment was not 
affected by these transfers. 


Investments Outside of the United States: 


The net assets of General Motors Corporation and its consolidated 
subsidiaries employed outside of the United States amounted to $86,955,087 
at December 31, 1939, after deducting reserves of $21,400,201 which have 
been set up to provide against contingent losses that may arise in any 
locality in which foreign investments are located. This investment was ap- 
proximately 8% of the Corporation’s total capital stock and surplus of 
$1,068,979,176. In 1939, earnings outside the United States, excluding 
profits which could not be remitted, constituted about 8% of the Corpora- 
tion’s total net earnings available for dividends. 

Before deducting reserves applicable to foreign operations, the total 
investment outside of the United States at the end of the year amounted 
to $108,355,288. Of the latter amount, $54,607,227 was included in the 
Corporation’s "Investments in Subsidiary Companies Not Consolidated," 
representing an investment of $34,890,024 in Adam Opel A.G. (Germany) 
and $19,717,203 in Vauxhall Motors Ltd. (England). The balance of 
$53,748,061 represents net assets employed abroad which have been in- 
cluded in the consolidated accounts of the Corporation, of which $5,103,378 
represents net assets employed in Europe, $24,350,135 represents net assets 
in Canada and $24,294,548 net assets employed in all other countries of 
the world outside of the United States. 

The net assets of $53,748,061 employed outside of the United States and 
included in consolidation are the equivalent of total assets of $89,063,221 
(after deducting reserves for obsolescence of inventories, bad debt reserves 
and reserves for depreciation) less $35,315,160 for current liabilities, other 
liabilities and the minority interest in preference stock of a subsidiary 
company. Total assets of $89,063,221 employed by consolidated subsidia- 
ries outside of the United States were distributed as follows: $16,100,215 
in Europe, $28,445,523 in Canada and $44,517,483 in all other countries 
of the world. 

In addition to the foregoing, General Motors Acceptance Corpora- 
tion, a wholly owned non-consolidated subsidiary, has total gross assets 
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outside of the United States of $34,692,056. After deducting funds bor- 
rowed from foreign banks to finance the wholesale and retail sales of the 
Corporation’s products, and other liabilities and reserves, General Motors 
Acceptance Corporation’s net equity in the assets was $6,446,594. 


Earnings of foreign subsidiaries have been included in the consolidated 
earnings of the Corporation only to the extent that such earnings can be 
remitted to the United States. Reference has been made on page 51 to 
the exclusion of earnings realized abroad which could not be remitted. 


Investments and Miscellaneous Assets: 


The Corporation’s investments in subsidiary companies not con- 
solidated, together with other investments and miscellaneous assets, are 
listed on page 64 of this report. The aggregate of all such items totaled 
$246,434,121 at December 31, 1939. This compares with $242,477,567 at 
December 31, 1938. 


Prior to 1936 the Corporation reflected in earnings its proportion 
of the undivided profits or losses of companies not controlled; 1.е., 50% 
or less owned. Beginning in 1936, however, and as stated in the annual 
report of that year, earnings of such companies have been reflected in 
the Corporation’s income account only when received as dividends, to- 
gether with adjustments for net losses in any year since December 31, 
1935, or net recoveries of losses absorbed to that date. General Motors 
Corporation’s proportion of the undivided profits of companies not con- 
trolled which was excluded from the Corporation’s income in accordance 
with the policy just enunciated, amounted to $1,659,270 for the year 1939 
and to $4,249,836 for the entire period beginning with the year 1936. 


The more important changes in investments in subsidiary companies 
are outlined in the following items: 


General Motors Acceptance Corporation 


The investment of the Corporation in General Motors Acceptance 
Corporation amounted to $85,717,083 at December 31, 1939 as com- 
pared with $85,572,120 at December 31, 1938. The increase in the invest- 
ment is accounted for by the excess of the consolidated earnings of 
General Motors Acceptance Corporation over the dividends paid to 
General Motors Corporation. During the year, Motors Insurance Cor- 
poration, a wholly owned subsidiary of General Motors Acceptance Cor- 
poration, was organized. Motors Insurance Corporation insures auto- 
mobiles financed by General Motors Acceptance Corporation in certain 
western states where the business was formerly carried on by General 
Exchange Insurance Corperation. | 
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General Exchange Insurance Corporation 


The Corporation’s investment in General Exchange Insurance Cor- 
poration amounted to $13,461,129 at December 31, 1939 and compares 
with an investment of $12,479,575 at December 31, 1938, an increase of 
$981,554. The increased investment represents the excess of the earnings 
of General Exchange Insurance Corporation over the dividends paid to 
General Motors Corporation during the year. 


Yellow Truck & Coach Manufacturing Company 


The Corporation’s investment of $28,803,252 in Yellow Truck & 
Coach Manufacturing Company at December 31, 1939 compares with 
an investment of $28,354,918 at December 31, 1938. The increase in the 
Corporation’s investment was due to the inclusion of the excess of the 
Corporation’s equity in the earnings of Yellow Truck & Coach Manu- 
facturing Company over the dividends received, partially offset by a 
reduction in the investment as a result of the sale of 10,000 Class B and 
1,000 Preferred shares to executives of Yellow Truck & Coach Manu- 
facturing Company. 


Vauxhall Motors Ltd. 


The investment of the Corporation in Vauxhall Motors Ltd. amount- 
ed to $19,717,203 at the close of 1939, a decrease of $735,552 from the 
investment of $20,452,755 at December 31, 1938. This decrease in the 
investment during 1939 was due principally to the repayment by Vauxhall 
of a portion of advances previously made. In 1939, the Corporation sold 
2,500 shares of Vauxhall 6% preference stock to employes of Vauxhall 
Motors Ltd., thereby reducing the Corporation's holdings of preference 
stock to 213,639 shares, or 71% of the total shares outstanding. 


Adam Opel A.G. 


In recognition of foreign exchange restrictions, the net earnings of 
Adam Opel A.G. have not been included in the consolidated earnings of 
the Corporation since 1933. The investment in Adam Opel A.G. at De- 
cember 31, 1939 is carried at $34,890,024 and reflects no change from the 
previous year. 

Automobile Dealerships 


'The Corporation's investment in automobile dealerships held by the 
Motors Holding Division amounted to $8,399,131 at December 31, 1939, 
a decrease of $843,182 from the investment of $9,242,313 at December 31, 
1938. 

Bendix Aviation Corporation 


The investment of the Corporation in Bendix Aviation Corporation at 
December 31, 1939 amounted to $14,605,260, compared with $15,341,660 
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at December 31, 1938. The decrease of $736,400 resulted from the sale in 
1939 of 24,000 shares of the Corporation’s holdings in the common stock 
of this Company. 


National Bank of Detroit 


The investment of the Corporation in the National Bank of Detroit 
amounted to $6,522,675 at December 31, 1939, a decrease of $92,700 from 
the investment at December 31, 1938. During the year 5,562 shares of 
stock of the National Bank of Detroit were sold to the executives of the 
bank. The number of shares of National Bank of Detroit common stock 
held by the Corporation increased from 396,922.5 shares at December 31, 
1938 to 430,496.55 shares at December 31, 1939, reflecting the net effect of 
the sale of stock and a 10% stock dividend received during the year. 


Balances in Closed Banks 


Balances in closed banks, after deduction of reserves of $1,881,161, 
totaled $1,255,367 at December 31, 1939, a reduction of $653,307 during 
the year 1939 due primarily to recoveries of funds previously impounded. 


Treasury Stock: 


At December 31, 1939, General Motors Corporation held in its 
treasury stock account 569,080 shares of common stock or its equivalent, 
carried at $12,152,413, and 39,722 shares of preferred stock, carried at 
$3,267,219. The 569,080 shares of common stock held in treasury con- 
sisted of 354,727 shares of General Motors Corporation common stock 
and 214,353 shares of GM Shares, Inc. Class B stock. These 214,353 shares 
of GM Shares, Inc. Class B stock were received by General Motors Cor- 
poration -in exchange for its holdings in General Motors Management 
Corporation and are equivalent share for share to General Motors Cor- 
poration common stock. The 214,353 shares of GM Shares, Inc. Class B 
stock held at December 31, 1939 were converted into 214,353 shares of 
General Motors Corporation common stock in February 1940. 


The common stock held in the treasury at December 31, 1939 showed 
a decrease during the year of 68,639 shares, or $2,535,767. This decrease is 
due principally to the use of 77,889 shares for bonus awards for the year 
1938, partly offset by an increase of 10,671 shares due to the operations of 
the Employes Savings and Investment Plan. Of the common stock held in 
the treasury at December 31, 1939, 233,937 shares available for distribu- 
tion as bonus awards out of earnings for the year 1939 are being carried at 
approximately $32.31 per share. 


There was no change during the year in the 39,722 shares of preferred 
stock held in the treasury and carried at $3,267,219, or $82.25 per share. 
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ANNUAL REPORT OF GENERAL MOTORS CORPORATION 


Goodwill and Patents: 
The Corporation’s goodwill and patent account as of December 31, 


1939 amounted to $50,322,686 and shows no change from the balance at 
December 31, 1938. 


Goodwill under the Corporation’s standard accounting practice is the 
difference between the purchase price and the book value of properties 
acquired. 


Goodwill as reported in the balance sheet is not intended to represent 
an appraisal even in a minor degree of the intangible value of an outstand- 
ing group of highly specialized manufacturing organizations and their 
executive personnel, supported by vast distributing organizations, oper- 
ating in practically every country in the world. Neither does it include the 
likewise intangible value of the favorable attitude of the markets of the 
world toward a group of products, the quality and excellence of which are 
well established in practically every community in every country. 


STOCKHOLDERS 


The ownership of General Motors Corporation is widely distributed, 
both geographically as well as individually. At the last date of record in 
the year under review there was a total of 386,100 stockholders. It is par- 
ticularly interesting to note that of this large number of owners, approxi- 
mately 149,400 individuals have holdings of ten shares or less. It is not 
only to the interest of the Corporation, but it is to the interest of the 
community that American business should be owned in the broadest 
possible way by the American public. Its security and its opportunities for 
accomplishment are enhanced thereby. 


CONCLUSION 


The year 1939, all things considered, was a satisfactory year, both 
from the standpoint of earnings as well as from the standpoint of technical 
and operating progress. It can be fairly said that the Corporation has 
enhanced its general position as a major unit of American enterprise. On 
behalf of the Board of Directors and for ourselves as well, we express and 
record our appreciation of the efforts of the organization, its loyalty to the 
institution and to one another, the progressiveness of its thinking and the 
aggressiveness of its action all evidenced by the facts herein outlined. And 
to this should be added its complete confidence in the opportunities of the 


years to come and its determination to capitalize such opportunities in the 


fullest possible measure. 


By order of the Board of Directors, 


WILLIAM 5. KNUDSEN, ALFRED P. SLOAN, JR., 
President Chairman 


March 12, 1940. 
» 58 « 


4” 


FINANCIAL STATEMENTS 
AND 
STATISTICS 


GENERAL MOTORS CORPORATION 
AND CONSOLIDATED SUBSIDIARIES 


SUMMARY OF CONSOLIDATED INCOME 
FOR THE YEARS ENDED DECEMBER 31, 1939 AND 1938 


Year Ended Year Ended 
Dec. 31, 1939 Dec. 31, 1938 


Net Sales $1,376,828,337.39 $1,066,973,000.26 


Profit from operations and income from investments 
(including dividends received from subsidiary 
companies not consolidated), after all ex- 
penses incident thereto, and after providing 
$43,092,426.97 in 1939 and $47,019,403.85 in 
1938 for depreciation of real estate, plants, and 
equipment $ 246,800,688.96 % 143,650,024.34 


Less: 
Special contingency reserve provided in view of 
disturbed conditions abroad $  10,000,000.00 $ 
Provision for possible losses under employe bene- 


2,635,879.27 — 
12,635,879.27 $ = | 
$ 234,164,809.69 $ 143,650,024.34 


Add General Motors Corporation’s equity in earn- 
ings (net) of subsidiary companies not consoli- 
dated, less’dividends received (for the year 1938 
dividends received were in excess of the Cor- 
poration's equity in earnings (net) of sub- 

sidiary companies not consolidated).......... 2,267,857.02 9,667 3845.80 

Net Profit from operations and investments $ 236,432,666.71 $ 133,992,679.04 

Less provision for: ———— 
Interest on employes savings fund less investment 
fund reversions on account of employes savings 

withdrawn before class maturities $ 340,431.16 $ 144,238.12 

Employes bonus: - 

Employes bonus (distributable in stock on basis 

of average daily market price of stock)... $ 11,272,357.77 $ 3,293,619.93 
Less excess of award basis over cost of treasury 

stock distributable as bonus 3,714,867.09 34,610.84 

Net cost of employes bonus distributableinstock $ 7,557,490.68 $ 3,259,009.09 
Amounts provided for bonus payments in cash 

to employes of certain foreign subsidiaries. 279,155.88 279,061.39 
Total bonus (including amounts provided 

by subsidiaries not consolidated).... $ 17,836,646.56 $ 3,538,070.48 

$ 8,177,077.72 $ 3,682,308.60 

Net Income before Income and Excess Profits Taxes.... $ 228,255,588.99 % 130,310,370.44 


Less provision for United States and foreign income 


and excess profits taxes (including provision for 
contingent income taxes) 44,852,189.51 . 28,000,334.15 


Net Income for the Year $ 183,403,399.48 $ 102,310,036.29 


General Motors Corporation’s Proportion of Net Income $ 183,290,221.70 $ 102,190,006.97 
Dividends on preferred capital stock—$5 series (less 

dividends applicable to stock held in treasury )}— 

including $764,851.66 in 1939 for an additional 

month’s accrual to provide for the full amount | 

of the dividend payable February 1, 1940 9,943 071.66 9,178,220.00 


Amount Earned on Common Capital Stock $ 173,347,150.04 $ 93,011,786.97 


Average number of shares of common capital stock 
outstanding during the year 42,942,833 42,921,603 
Amount Earned Per Share of Common Capital Stock. . . $4.04 $2.17 


See Notes on following page. 


4 


4, 


GENERAL MOTORS CORPORATION 
AND CONSOLIDATED SUBSIDIARIES 


SUMMARY OF CONSOLIDATED SURPLUS 


A Year Ended 
Dec. 31, 1939 


%423,415,108.07 


| Earned Surplus at beginning of year 


\ General Motors Corporation’s Proportion of Net Income, 


per Summary of Consolidated Income 183,290,221.70 


Earned Surplus before dividends $606,705 329.77 


Less cash dividends paid or accrued: 

j Preferred capital stock—$5 series—includes an amount 
of $781,402.50 in 1939 for an additional month’s 

) accrual to provide for the full amount of the divi- 


dend payable February 1, 1940 $ 10,158,232.50 


Common capital stock: 


FOR THE YEARS ENDED DECEMBER 31, 1939 AND 1938 


Year Ended 
Dec. 31, 1938 


$394,789,741.80 


102,190,006.97 
$496,979, 748.77 


% 9,376,830.00 


A Mar. 13 ($0.75 on 43,500,000 shares in 1939).... % 32,625,000.08 $ 10,875,000.01 
June 12 ($0.75 on 43,500,000 shares іп 1939)....  32,625,000.08 10,875,000.01 
. Sept. 12 ($0.75 on 43,500,000 shares іп 1939).... 32,625 ,000.08 10,875,000.00 
қ Dec. 12 ($1.25 оп 43,500,000 shares іп 1939).... 54,374,999.97 32,625,000.08 
$152,250,000.21 % 65,250,000.10 
Total cash dividends paid or accrued... $162,408,232.71 $ 74,626,830.10 
2 Less amount received or accrued by General Motors 
4 Corporation on capital stock held in treasury: 
Preferred capital stock—$5 series 215,160.84 $ 198,610.00 
. Common capital stock 1,930,317.91 863,579.40 
' | $ 2,145,478.75 $ 1,062,189.40 
Net cash dividends paid or accrued.... $160,262,753.96 $ 73,564,640.70 
į сбад ee, ea eee 
Earned Surplus at end of year $446,442,575.81 $423,415,108.07 
Notes to Summaries of Consolidated Income and Surplus 
| Since December 31, 1933 there has been excluded from earnings such portion of the earnings of foreign 
subsidiaries as could not be remitted because of foreign exchange restrictions. For further information regarding 
income from foreign sources, see page 51. 
( As a result of changing, as of January 1, 1939, the rates used in calculating accrued depreciation on real 
estate, plants, and equipment located in the United "States, the charges against income for the year 1939 amount 
E to $3,923,022.22 less than if based upon rates previously in effect. 
Earned surplus includes $25,862,152.24 at December 31, 1939 and $23,594,295.22 at December 31, 1938 
for net earned, surplus of subsidiaries not consolidated; 'also $1,717,538.97 at December 31, 1939 and 
2 $1,729,560.21 at December 31, 1938 for net earned surplus. of companies in which a substantial but not more 
than 50% interest is held. 
) 
| 
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GENERAL MOTOI 


AND CONSOLID: 
CONDENSED CONSOLAI 


DECEMBER 
ASSETS 
Current Assets: Dec. 31, 1939 Dec. 31, 1938 
СавҺ........................................ $ 154,919,033.77 $ 175,609,305.72 


United States Government securities—short term 
—at cost (market: 1939, $131,999,268.21; 1938, 
%65,887,962.00)........................... 132,002,116.17 65,885,868.26 
Other marketable securities—short term-—at 
cost (market: 1939, $3,000,234.37; 1938, 


$1,400,296.88)............................ 3,000,532.81 1,400,145.89 
Sight drafts and C.O.D. items................0. 10,625,184.00 8,526,729.40 
Notes гесеіуаЫе............................. 1,501,493.90 878,652.22 


Accounts receivable and trade acceptances 
(less reserve for doubtful accounts: 1939, 


$1,850,074.95; 1938, $2,192,065.85)......... 81,654,875.28 68,155,441.38 
Inventories—at cost or less, not in excess of market 233,764,788.73 199,871,639.83 
Total Current /Авееб........................ $ 617,468,024.66 $ 520,327,782.70 


Investments and Miscellaneous Assets: (Schedule 1) 
Investments in subsidiary companies not consoli- 


4аїей................................... $ 191,291,822.68 $ 191,295,704.88 
Other іпуевішепів........................... 40,163,946.84 40,758 ,343.60 
Miscellaneous аззе@з......................... 14,978,351.60 10,423,518.79 


Total Investments and Miscellaneous Assets ... $ 246,434,121.12 $ 242,477,567.27 


Capital Stock in Treasury: 


Held for corporate purposes (1939, 569,080 shares 
common, $12,152,412.85; 39,722 shares $5 se- 


ries no par preferred, $3,267,219.38)........ $ 15,419,632.23 $ 17,955,399.30 

Real Estate, Plants, and Equipment................. $ 769,417,417.87 $ 758,830,737.78 
Prepaid Expenses and Deferred Charges............. $ 7,878,315.06 $ 8,098,056.03 
Goodwill, Patents, Еіс............................ $ 50,322,686.38 $ 50,322,686.38 
TOTAL А55ЕТ5...................... $1,706,940,197.32 $1,598,012,229.46 


Nores: Current receivables include: $37,752,719.15 at December 31, 1939 and $26,726,999.65 at December 
31, 1938 of receivables from General Motors Acceptance Corporation representing principally in-transit items 
in connection with current financing of sales of the Corporation’s products; $1,962,474.26 at December 31, 1939 
and $2,032,581.95 at December 31, 1938 of current receivables from subsidiary companies not consolidated; 
and $151,441.64 at December 31, 1939 and $95,759.11 at December 31, 1938 of receivables from officers and 
employes, which amount at December 31, 1939 includes a balance of $109,692.77 due from officers and 
employes of Yellow Truck & Coach Manufacturing Company on the purchase of capital stock of that 
Company from the Corporation, referred to on page 56. 

There are reflected above in treasury stock in connection with the operations of the General Moters Cor- 
poration Bonus Plan, 214,353 shares at December 31, 1939 and 263,620 shares at December 31, 1938 of General 

otors Corporation common stock representing the equivalent of a like number of shares of GM Shares, Inc. 
Class B stock owned by General Motors Corporation. The 214,353 shares of GM Shares, Inc. Class B stock held 
at jPecember ob 1939 were converted into 214,353 shares of General Motors Corporation common stock in 
ebruary . 


For information regarding foreign investments see page 54. 
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CORPORATION 


ED SUBSIDIARIES 
ATED BALANCE SHEET 


939 AND 


e 


А 


1938 


LIABILITIES, RESERVES, AND CAPITAL 


Current Liabilities: 

Accounts рауаЫе............................ $ 

Taxes, payrolls, warranties, and sundry accrued 
1LEMS а Meee od Slt ede 

United States and foreign income and excess 
ОПС taxes самала аты qa ice eur ib ay oes 

Employes savings funds, payable within one year. 

Dividends payable on preferred capital stock... 


Total Current Liabilities..................... $ 
Other Liabilities: 


Employes savings funds, payable subsequent to 
Әйезуейге е шуыш ил ку i Ri e ET EIN ЫЗ 
Employes bonus (based upon cost of stock dis- 
tributable as Бопав)...................... 


Taxes, warranties, and miscellaneous........... 
Total Other ШаЫібезѕ...................... $ 
Reserves: 
Depreciation of real estate, plants, and equipment $ 
Employe benefit р1апз........................ 


Deferred іпсопе............................ 
Contingencies and miscellaneous: 
Applicable to foreign subsidiaries........... 
General (including, in 1939, special reserve of 


%10,000,000.00)....................... 


Total Безегуев............................. % 


Capital Stock and Surplus: 
Capital stock of General Motors Corporation: 
Preferred, no par value, stated value $100 per 
share (authorized, 6,000,000 shares; issued, 
1,875,366 shares of $5 ѕегіеѕ)............ $ 
Common, $10 par value (authorized, 75,000,000 
shares; issued, 43,500,000 shares)........ 


Total Capital бюсК...................... $ 


Minority interest in preference stock of subsidiary 
COMPANY. ve шлык ше eR NETTE SEE 


TOTAL LIABILITIES, RESERVES, 
AND CAPILAL.. erred RSS 


Dec. 31, 1939 
79,226,059.40 


46,764,600.79 


46,939,329.36 
8,070,648.88 
2'294 555.00 


183,295,193.43 


7,557,490.68 
18'857 431.24 


26,414,921.92 


383,557,808.88 
2,578,656.27 
3/057,984.63 
21,400,200.65 


15,767,642.53 


426,362,292.96 


187,536,600.00 
435,000,000.00 


622,536,600.00 


1,888,613.20 
446,442 575.81 


$ 


$ 


Dec. 31, 1938 
61,355,358.03 


35,647,453.22 


30,089,040.68 
4.462,714.32 
1,529,703.34 


133,084,269.59 


4,407,159.33 


3,086,395.79 
17,607,282.02 


25,100,837.14 


362,488,520.30 
3,031,130.51 
16,400,746.29 
10,066,404.36 


391,986,801.46 


187,536,600.00 
435,000,000.00 


622,536,600.00 


1,888,613.20 
423,415,108.07 


$1,070,867,789.01 


$1,047,840,321.27 


$1,706,940,197.32 


$1,598,012,229.46 


CONTINGENT LIABILITIES: Claims in respect of back taxes, patent infringements and other matters incident 
to the ordinary course of business, together with other contingencies, involve amounts totaling approximately 
$11,000,000.00. There is no way of determining the amount for which these claims may eventually be settled 
but, in the opinion of management and counsel, amounts included in other liabilities and reserves on the books 
of the Corporation and its consolidated subsidiaries are adequate to cover all settlements that may be made. 
Reference is made on page 50 of this report to the disposition of the l'isher Dody tax case through the payment 
in August 1939 of $3,500,000.00 (representing tax and interest thereon) in full settlement of this claim, so that 


no further liability exists. 
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Schedule 1 


GENERAL MOTORS CORPORATION 
AND CONSOLIDATED SUBSIDIARIES 


INVESTMENTS AND MISCELLANEOUS ASSETS 
DECEMBER 31, 1939 AND 1938 


Dec. 31, 1939 Dec. 31, 1938 


Investments in Subsidiary Companies Not Consolidated: 
Wholly owned companies carried at net worth as shown 
by the books of the several companies: 
General Motors Acceptance Corporation $ 85,717,083.46 $ 85,572,119.64 
General Exchange Insurance Corporation 13,461,129.24 12,479,574.75 
Subsidiary companies carried at cost adjusted to in- 
clude the Corporation's proportion of undivided 
profits or losses since acquisition: 
Yellow Truck & Coach Manufacturing Company 
(includes $9,575,265.01 in 1939 and $9 668,265.01 
in 1938 representing 7% preferred stock) 28,803,251.60 28,354,918.44 
Vauxhall Motors Limited 19,717,202.75 20,452,754.99 
Adam Opel A. G. (in recognition of foreign ex- 
change restrictions, no effect has been given to 
earnings of this subsidiary since December 31, 
1933) 34,890,024.38 34,890,024.38 
Automobile dealerships held by Motors Holding 
Division 8,399,131.25 9,242,312.68 
Other (excluding investments in two foreign subsidi- 
aries not consolidated in 1939 and three in 1938, 
amounting to $831,064.10 and $1,016,315.47, respec- 
tively, which are offset by reserves) 304,000.00 304,000.00 
Total Investments in Subsidiary Companies 
Not Consolidated $191,291 ,822.68 $191,295,704.88 


Other Investments: 
Companies which are carried at cost adjusted to include 
the Corporation’s proportion of undivided profits or 
losses at December 31, 1935, and net decreases in its 
equities since that date or net recoveries of losses ab- 
sorbed to that date: 
Ethyl Gasoline Corporation $ 11,456,654.35 $ 11,346,700.21 
Bendix Aviation Corporation 14,605,260.11 15,341,659.78 
North American Aviation, Inc 4,510,611.12 4,510,611.12 
Kinetic Chemicals, Inc 652,617.87 652,617.87 
National Bank of Detroit common stock (at cost).... 6,522,675.00 6,615 ,375.00 
GM Shares, Inc. common stock (as to Class B stock 
owned, see balance sheet note) 394,407.91 394,407.91 
2,021 ,720.48 1,896,971.71 
$ 40,163,946.84 $ 40,758,343.60 


Miscellaneous Assets: 
Properties, land contracts and mortgages held by 
housing divisions (less reserves: 1939, $2,378,900.59) $ *9,188,740.69 $ *4,380,341.12 
Cash and securities in excess of operating needs subject 
to exchange restrictions in foreign countries (less re- 
serves: 1939, $6,104,253.68; 1938, $4,534,787.17). .. 3,899 358.32 3 436,675.58 
Balances in closed banks (less reserves: 1939, 
$1,881,160.64; 1938, $1,867,995.89) 1,255 ,367.25 1,908,674.44 
634,885.34 697,827.65 
$ 14,978,351.60 $ 10,423,518.79 


TOTAL INVESTMENTS AND 
MISCELLANEOUS ASSETS $246,434,121.12 $242,477,567.27 


*Properties held by housing divisions with a net book value of $4,705,070.68 (net after deducting reserves of 
$2,378,900.59) are included in the total of $9,188,740.69 carried in Miscellaneous Assets at December 31, 1939. 
These properties were reflected in Real Estate, Plants, and Equipment in the amount of $6,180,274.96 (net after 
deducting reserves of 81,925,000.00) and in Reserve for Depreciation in the amount of $143,982.45 at Decem- 

er 31, 1938, 
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HASKINS & SELLS 


CERTIFIED PUBLIC ACCOUNTANTS 67 BROAD STREET 
NEW YORK 


February 28, 1940. 


General Motors Corporation, 
1775 Broadway, 
New York. 


Dear Sirs: 


We have made an examination of the Condensed 
Consolidated Balance Sheet of General Motors Corpora- 
tion and consolidated subsidiaries as of December 31, 
1939 and 1938, and of the related Summaries of Consoli- 
dated Income and Surplus for the years ended those 
dates. For the year ended December 31, 1939 and for 
the twenty-one preceding years, we have examined or 
tested the accounting records of the companies and 
other supporting evidence, have made general reviews 
of their accounting methods and operating accounts, 
and have reviewed the methods of internal control and 
audit procedure, which appear to be effective, but 
have not made detailed audits of the transactions. 


In our opinion, based upon such examination, 
the accompanying Condensed Consolidated Balance 
Sheet and related Summaries of Consolidated Income 
and Surplus fairly present, in accordance with ac- 
cepted principles of accounting consistently followed 
by the companies, their consolidated financial con- 
dition at December 31, 1939 and 1938, and the results 
of their operations for the years ended those dates. 


Yours truly, 
HASKINS & SELLS 


» 65 « 


GENERAL MOTORS ACCEPTANCE CORPORATION 


AND CONSOLIDATED SUBSIDIARIES 


CONSOLIDATED BALANCE SHEET 
DECEMBER 31, 1939 | 
ASSETS 


Current Assets: 


ash: 
United States and Canada $ 45,363,039.24 
Other Countries (Note À) 647,999.23 


Notes and Bills Receivable (including instalments maturing after one 
year, of which approximately $4,550,000 mature after 1941): 
United States and Canada (Note B) $415,237,736.13 
Other Countries (Note A 19,934,608.64 


$435,172,344.77 


Deductions: 
Unearned Income : $ 19,535,114.38 
Reserve for Losses on Notes and Bills Receivable 5,011,126.49 


Total Deductions $ 24,546,240.87 


Notes and Bills Receivable, Less Deductions 
Accounts Receivable (including affiliated companies, $89,046.24) 


Total Current Assets 


Investments: . 
Wholly Owned Subsidiary not consolidated—Motors Insurance Cor- 
poration (carried at net worth as shown by books of the subsidiary) $  1,343,569.78 
United States Treasury Notes due 1943 at amortized cost (less than 
market) (Note À) 611,017.16 
Other (Note C) 175,773.55 


Company Automobiles and Office Equipment, Less Depreciation 
Deposits to Redeem Called Debentures and Notes, and Interest (see contra) 


Deferred Charges: 
Prepaid Discount (Notes Payable) 690,982.29 
Unamortized Debt Discount and Expense 251,594.29 
252,738.14 


LIABILITIES, CAPITAL STOCK AND SURPLUS 
Current Liabilities: 


Notes and Loans Payable: . . . 
United States and Canada (including $1,000,000.00 due in 1941).. %190,860,328.27 
Other Countries (Note A) 15,595,810.13 


Accounts Payable: . . . 
Due to General Motors Corporation and Other Affiliated Companies 
(for wholesale paper purchased, insurance premiums, etc.) ... $ 40,582,047.22 
1,433,909.38 


989,583.34 
4,026,342.82 


Long-Term Debt: 
Five-Year 11495 Notes, due August 1, 1944 $ 50,000,000.00 
Fifteen-Year 314% Debentures, due August 1, 1951 50,000,000.00 


Debentures and Notes called for Redemption, and Interest (see contra) 


Reserves: 
For Contingencies $  5,000,000.00 
ОшШет............. КЕРРИ 1,100,773.17 


Capital Stock and Surplus: 
Capital Stock—$100 par, authorized and outstanding, 500,000 shares. $ 50,000,000.00 
Paid-In Surplus 11,250,000.00 
Earned Surplus 8,750,000.00 
Undivided Profits 15,717,083.46 


$ 46,011,038.47 


410,626,103.90 
1,025 ,342.34 


$457,662 ,484.71 


2,130,360.49 
651,782.74 
317,198.75 


1,195,314.72 
$461,957,141.41 


$206,456,138.40 


42,015,956.60 


5,015,926.16 
16,334,064.87 


$269,822,086.03 


100,000,000.00 
317,198.75 


6,100,773.17 


85,717,083.46 
$461,957,141.41 


Notes: 

(A) Cash of $3,190.70 and Notes and Bills Receivable of $9,912,505.77 and Investments in United States 
Treasury Notes due 1943 carried at $611,017.16 were pledged as collateral against bank borrowings amount- 
ing to $8,220,072.84 in countries other than the United States and Canada. 

(B) Includes $6,354,176.61 from General Motors Corporation affiliated dealership companies. 

(C) Includes $5,945.00 representing net assets in the Spanish operation; the liabilities of such operation include 
$147,640.25 (at $.058 per peseta) of obligations guaranteed by the Corporation. 
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GENERAL MOTORS CORPORATION 
AND CONSOLIDATED SUBSIDIARIES 


RECORD OF SALES, EARNINGS AND DIVIDENDS 


Net sales, net income, amount paid in dividends and the amount reinvested in the 
business since the beginning of the present General Motors Corporation of Delaware are 
shown in the following table. Net income and amount reinvested in the business beginning 
with 1922 include General Motors Corporation’s equity in earnings (net) of subsidiary 
companies not consolidated. 


Net Sales 


96,295,741 
269,796,829 
509,676,694 
567,320,603 
304,487,243 
463,706,733 
698,038,947 
568,007,459 
734,592,592 

1,058,153,338 
1,269,519,673 
1,459,762,906 
1,504,404,472 


983,375,137 


808,840,723 
432,311,868 
569,010,542 
862,672,670 
1,155,641,511 
1,439,289,940 
1,606,789,841 
1,066,973,000 
1,376,828,337 


Net Income 
Available for 
Dividends 


$ 14,294,482 
14,825,530 
60,005,484 
37,750,375 

*88,680,770 
54,474,493 
72,008,955 
51,623,490 

116,016,277 

186,231,182 

235,104,826 

276,468,108 

248,282,268 

151,098,992 
96,877,107 

164,979 
83,213,676 
94,769,131 

167,226,510 

238,482,425 

196,436,598 

102,190,007 

183,290,222 


Preferred 
Dividends 


$ 491,890 
1,920,467 
4,212,513 
5,620,426 
6,310,010 
6,429,228 
6,887,371 
7,272,637 
7,639,991 
7,645,287 
9,109,330 
9,404,756 
9,478,681 
9,538,660 
9,375,899 
9,206,387 
9,178,845 
9,178,220 
9,178,220 
9,178,220 
9,178,220 
9,178,220 

Ж 9,943,072 


Balance 
Available 
for Common 
Stock 


$ 13,802,592 


12,905,063 
55,792,971 
32,129,949 
*44,990,780 
48,045,265 
65,121,584 
44,350,853 
108,376,286 
178,585,895 
225,995,496 
267,063,352 
238,803,587 
141,560,332 
87,501,208 
*9,041,408 
74,034,831 
85,590,911 
158,048,290 
229,304,205 
187,258,378 
93,011,787 
173,347,150 


Cash 
Dividends 
Paid on 


Common and Common 


Stock 


$ 2,294,199 


11,237,310 
17,324,541 
17,893,289 
20,468,276 
10,177,117 
24,772,026 
25,030,632 
61,935,221 
103,930,993 
134,836,081 
165,300,002 
156,600,007 
130,500,002 
130,500,001 
53,993,330 
53,826,355 
64,443,490 
96,476,748 
192,903,299 
160,549,861 
64,386,421 
150,319,682 


% Income 
Disbursed in 
Cash Divi- 
dends on 
Preferred 


Income 
Reinvested 
in the 


Stocks Business 


$ 11,508,393 
1,667,753 
38,468,430 
14,236,660 
66,489,056 
37,868,148 
40,349,558 
19,320,221 
46,441,065 
74,654,902 
91,159,415 
101,763,350 
82,203,580 
11,060,330 

t 42,998,793 
f 68,034,788 
20,208,476 
21,147,421 
61,571,542 
36,400,906 
26,708,517 
28,625,366 
23,027,468 


19.5% 
88.8 
35.9 
62.3 
30.5 
44.0 
62.6 
60.0 
59.9 
61.2 
63.2 
66.9 
92.7 
144.4 
75.7 
71.7 
63.2 
84.7 
86.4 
72.0 
87.0 


The earnings and dividends paid per share of present $10 par value common stock 
(outstanding since 1929) for 1929 and subsequent years have been as follows: 


Year 


1929 
1930 
1931 
1932 
1933 


Earnings 


Per Share 


Dividends 


Year 


1934 
1935 
1936 
1937 
1938 
1939 


Earnings 
Per Share 


$1.99 
3.69 
5.35 
4.38 
2.17 
4.04 


Dividends 
Paid 


$1.50 
2.25 
4.50 
3.75 
1.50 
3.50 


NorE: General Motors Corporation of Delaware was incorporated October 13, 1916, succeeding General 
Motors Company of New Jersey, organized September 16, 1908. 


$ 5 months ended December 31, 1917. 


* Deficit. 
f Decrease in surplus. 


5 Preferred dividend in 1939 includes $764,852 for an additional month's accrual to provide for the full amount 
of the dividend payable February 1, 1940. 
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PAYROLLS AND NUMBER OF EMPLOYES 


The combined annual payrolls, including salaries and wages, and number of employes 


4% 


for 1939 and prior years for General Motors Corporation, General Motors Acceptance 
Corporation, General Exchange Insurance Corporation and other wholly owned subsidiaries, 
but excluding Adam Opel A.G., Vauxhall Motors Ltd., Yellow Truck & Coach Manufac- 
turing Company, and Fisher Body Corporation prior to the acquisition of the minority 
interest as of June 30, 1926, have been as follows: 


Payrolls 
1921 $ 66,020,481 1927...... $302 904,988 1933...... $171,184,315 
1922 95,128,435 192@ 920 365,352,304 1934...... 263,204,225 
1923 138,290,734 1929...... 389,517,783 1935...... 327,677,624 
1924 110,478,000 1930...... 279,410,144 1936...... 384,153,022 
1925 136,747,178 1931...... 236,520,474 1937...... 460,451,744 
1926 220,918,568 1932...... 143,255,070 1938...... 300,825,930 
1939 . 386,292,203 
Number of Employes 

1909... 14,250 ОТО р 21,599 1921. 22. 45,065 
1910............10,000 1916; noris 25,666 1922. ... 65,345 
1911............11,474 іл Тек 25,427 1923. 22. 91,265 
1912.... 16,584 1918. 49,118 1924. 2... 73,642 
1913.... 20,042 1901022 vnu 85,980 1025........... 83,278 
1914....... 14,141 *1020 хар аз 80,612 **1926...........129,538 

Е 175,666 1933........... 137,764 

1928. ....208,981 7 ЕНСЕ 191,157 

1929, ...233,286 1935. ‚..211,712 

1930. ‚...172,938 1936. ...230,572 

1931. 2...157,586 1937. ..261,977 

1932. ..116,152 1938. . ..189,039 

1939. ..220,434 


*Beginning with the year 1920 figures shown in this table are averages for the year. 
** Average for 1926 does not include Fisher Body prior to June 30. 
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BONUS AWARDS 


The General Motors Bonus Plan, established in 1918, provides that there may be set 
aside each year as a bonus fund 10% of the Corporation’s net earnings after deducting 
7% on the net capital employed in the business. The bonus fund is distributed in the form 
of General Motors common stock, except in the case of certain foreign subsidiaries which 
have separate bonus plans. The total amount provided under the bonus plans of these 
foreign subsidiaries is deducted from the 10% bonus fund and is distributed directly in 
foreign currency. For the period 1923 through 1936, only one-half the total fund, or 5% 
of net earnings, was set aside for distribution as bonus. The other 5% of net earnings was 
paid to Managers Securities Company from 1923 through 1929, and to General Motors 
Management Corporation from 1930 through 1936. Beginning with the year 1937, the 
total 10% fund has been distributed in the form of bonus awards under the Bonus Plan. 
When there is sufficient stock held in the Corporation's treasury to meet the annual borus 
requirements, so that the stock does not have to be purchased in the open market during 
the year, the number of shares to be distributed is limited to the number computed by 
dividing the bonus fund by the average daily market price of General Motors common 
stock during the year. Stock awarded to employes in the bonus group composed of those 
receiving salaries at an annual rate of from $2,400 to $4,200 a year is delivered immedi- 
ately, while stock awarded to employes receiving salaries of $4,200 or more is delivered 
one-fourth at the time of the award and the balance in three equal annual instalments. A 
record of the awards follows: 

Number of Number of 
Number of Shares of Common Number of Shares of Common 
Year Bonus Awards Stock Awarded (a) Bonus Awards Stock Awarded (a) 
26,146 167,378 
214,659 (b) 117,624 (d) 
84,966 (b) 65,897 (d) 
(c) (c) 
95,857 51,440 
120,681 71,664 
15,370 222... 189,010 
46,043 212,388 (е) 
84,869 252,086 (е) 
2,007 110,689 77,930 (е) 
2,504 78,188 9,500 (Ғ) 233,937 (Ғ) 


Note: Excludes bonus payments іп cash to employes of certain foreign subsidiaries. 

(a) Common stock awarded: In year 1918—$100 par value; 1919 through 1923—no par value (old); 1924 
through 1926—no par value (new); 1927 and 1928—$25 par value; and thereafter in present $10 par value. 

(b) In addition to the common stock awarded in 1919 and 1920, 18,934 shares of 7% debenture stock were 
awarded, of which 14,191 shares applied to the 1919 awards and 4,743 shares to the 1920 awards. 

(c) No bonus was available for the years 1921 and 1932. 

(d) Bonus awards in 1930 and 1931 were in Class A stock of the General Motors Management Corporation, 
which was equivalent, share for share, to General Motors common stock. 

(e) Includes share equivalents of certain cash awards to employes receiving salaries at an annual rate of from 
$2,400 to $4,200. 


(f) Although 233,937 shares of common stock have been set aside for bonus purposes in 1939, the awards 
have not yet been made and the figures are preliminary. 


» 69 « 


UNIT SALES OF CARS AND TRUCKS 


The following table shows unit sales of General Motors passenger cars and trucks to 
dealers in the United States and Canada, including overseas shipments to assembly plants 
and warehouses; sales by foreign manufacturing subsidiaries; and total unit sales from 
all sources for 1919 and subsequent years: 


Unit Sales to Dealers 


in the United States and Unit Sales of 
Canada, including Foreign Manufac- 
Overseas Shipments turing Subsidiaries* 
тысы FER HT Total 
Unit Sales 
Passenger Passenger from All 

Year Cars Trucks Total Cars Trucks Sources 
1919 368,338 23,400 391,738 — -- 391,738 
1920 353,033 40,042 393,075 — — 393,075 
1921 208,443 6,356 214,799 — — 214,799 
1922 443,625 13,138 456,763 -- -- 456,763 
1923 774,617 23,938 798,555 — — 798,555 
1924 562,553 24,788 587,341 -- -- 587,341 
1925 787,148 48,754 835,902 — — 835,902 
1926 1,121,771 113,079 1,234,850 — — 1,234,850 
1927 1,348,307 214,441 1,562,748 ae = 1,562,748 
1928 1,552,617 258,189 1,810,806 -- -- 1,810,806 
1929 1,554,304 344,963 1,899,267 — — 1,899,267 
1930 997,937 160,356 1,158,293 7,682 8,140 1,174,115 
1931 896,271 137,247 1,033,518 25,588 15,603 1,074,709 
1932 448,193 11,534 525,727 21,429 15,814 562,970 
1933 671,880 130,224 802,104 46,918 20,013 869,035 
1934 902,324 226,002 1,128,326 81,885 30,236 1,240,447 
1935 1,324,858 239,394 1,564,252 116,166 35,270 1,715,688 
1936 1,599,777 266,812 1,866,589 120,020 51,081 2,037,690 
1937 1,646,308 282,473 1,928,781 132,207 55,909 2,116,897 
1938 930,301 177,706 1,108,007 149,244 50,498 1,307,749 
1939 1,284,895 257,881 1,542,776 126,803 57,417 1,727,086 


*There are included above passenger cars and trucks manufactured by Opel since July 1, 1930 and by Vauxhall 
since April 1, 1930. Opel sales included for 1939 are partially estimated. 
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6 


NUMBER OF GENERAL MOTORS STOCKHOLDERS 


DISTRIBUTION OF 
TOTAL STOCKHOLDERS 
GY SIZE OF HOLDINGS 


FOURTH QUARTER OF 1939 
% ТО 10 SHARES TO 50 SHARES 


51 TO 100 SHARES 


17 18 19 20 21 22 93 24 25 26 27 28 29 30 31 732 33 34 35 36 37 
NUMBER OF STOCKHOLDERS-FOURTH QUARTER OF EACH YEAR 


1922............ 65,665 | 1930........... 263,528 | 1938........... 389,509 
1923............ 68.063 | 1931...... 11312,1147 | 1939........... 386,100 
1924 66,097 | 1932........... 365,985 


TOTAL NUMBER OF CARS AND TRUCKS OF ALL MAKES 
REGISTERED IN THE UNITED STATES 


NUMBER NUMBER 
OF CARS FC 

& TRUCKS е T age 
30,000,%0----------------: 30,000,000 


“а” 


1415 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 23 34 35 36 37 
NUMBER REGISTERED DURING EACH YEAR 


Printed in U.S.A. 


